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Craftsmanship is 
Not Learned 
(Ol aOA ight 


There are easier, and faster ways of 
making rum, but there’s only one 
best way—the ages-old Por Still 
method — the so my best for fine 


scotches and brandies, too. Buc it’s 
a precise, almost hand-made process 
requiring the highest degree of skill. 
That's why Jamaica centrally controls 
its rum industry — makes its distillers 
toe an exacting mark —insists that 
every drop, regardless of brand or 
type must reflect honourably the 
Empire’s traditional quality and in- 
tegrity. And why, down the years 
since 1661, Jamaica has developed to 
an amazing degree the craftsmanship 
required in making fine rums. So, 
next time sum is called for, assure 
yourself of getting the best—call for 
genuine 


JAMAICA 
@ RUMS 


PICTURED ABOVE— A ‘all, tart and tangy 
tropical cooler: Mix 34 jigger of lemon 
or lime juice, 33 jigger of sugar or Sy 

1 ji ab ngewe Rum. Ice well and 
wit. a. You'll be ‘pleased to wot 
Jamaica Collins. 


THE SUGAR MANUFACTURERS’ ASSOCIATION 
(oF JAMAICA). tto., KINGSTON, JAMAICA, B. W. 5, 
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Help for Starving Nations 
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Flour millers are alert to cooperate with Washing- 
ton in supplying the urgent food needs of hungry 
Europeans. With output limited to 75° of normal 
and inventories of wheat restricted to a twenty-one 
days supply, the millers wisely are sacrificing a bit 
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of color standard to use more of the grain content 
than formerly. By this process, consumers not 
averse to a slightly darker flour may not feel the 
bread and cake shortage so acutely during the 
emergency. 
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DIVERGENT MARKET TRENDS ... A more con- 
vincing argument for selective investment policy 
could hardly be imagined than the performance of 
the stock market for the year to date. While super- 
ficially, the public speaks of “the market” moving 
in this or that direction, what actually happens is 
that the various industrial groups which comprise 
the stock list usually show marked divergence. For 
example, although the Magazine of Wall Street 
Index of 300 stocks scored a 10% advance since 
the first of the year, some groups recorded much 
more impressive gains, while others, by contrast, 
have actually declined. The most conspicuous 
price gains have been recorded by the amuse- 
ment shares, which have advanced 44% since the 
year began, while textiles showing a 41% in- 
crement and drugs with a 40% rise follow closely 
in order. Retail equities also turned in a creditable 
performance, with mail order shares up 39%, de- 
partment stores 38% and food stores 33%. But 
while these segments ran well ahead of the market 
as a whole, there have been outstanding laggards. 
The airlines and radio groups have each actually 
scored a 15% decline in the face of rising averages, 


while communications down 12%, aircraft 8%, go'd 
mining 7%, railroad 3% and automobiles 2% 


clearly refute the fallacy of random selection of 
stocks for participation in a broad market move. 
There are, obviously, sound reasons for the sharply 
contrasting trends shown by these various groups, 
such as strikes, reconversion delays and the diverse 
position of different industries at the present time. 
But to call attention to the forces shaping the diver- 
gent movements is only to substantiate what has 
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The Trend of Events 


long been advocated in these columns, namely, a 
carefully discriminating investment policy rather 
than a hit-and-miss procedure in an attempt to pace 
the stock averages. 


PRESENTING MANAGEMENT'S SIDE... At a time 
when the free enterprise system is being challenged 
from all sides, it is passing strange to find stock- 
holders in large corporations showing an anti-man- 
agement bias. A public opinion poll recently con- 
ducted brought to light some curious facts concern- 
ing shareholders’ attitudes on administrative prob- 
lems, particularly in the field of labor relations. 
The survey brought out into the open what has long 
been perceptible to discerning observers, namely, 
that management is being blamed indiscriminately 
by many who should know better. That labor has its 
side of the story, and that it may well have just 
grievances in some cases is conceded by any fair- 
minded observer. The practice of “labor baiting” 
is all too clearly the mark of blind reaction, but 
there is such a thing as “management baiting”, too, 
which is equally reprehensible. Aside from its basic 
unfairness, in most cases, criticism of corporate of- 
ficers seems peculiarly illogical on the part of the 
owners of a business to whom these officers are re- 
sponsible. In effect, it is a repudiation of their own 
judgment in selecting these men in the first place. 
But the really important point at issue far trans- 
cends the mere interests of individual corporations 
here and there. What is emphasized only too clearly 
by this trend is that management is missing a vital 
opportunity to present its case effectively before 
the public and even before its own stockholders. 
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Organized labor, by contrast, is aggressively propa- 
ganda minded, and loses no opportunity to present 
its case in the most favorable light. One of the 
axioms of public relations is not only to be right 
but to appear right, and in this all-important re- 
spect, the initiative has been virtually monopolized 
by labor and radical elements. With what effective- 
ness this propaganda is being waged has already 
been demonstrated by the critical attitude of those 
who should be management’s ally — corporation 
shareholders. For the sake not only of the indi- 
vidual corporations represented, but of the free en- 
terprise system itself, it is to be hoped that business 
will capitalize its opportunities and enlist public 
opinion on its side. Failure to recognize the signs 
of the times and to act accordingly may be tanta- 
mount to losing by default to the aggressive enemies 
of economic freedom. 


IMPORTANT TRADE CHANGES .. . In following 
the day-to-day tides of the investment market, it is 
sometimes easy to forget that the latter is, in effect, 
the composite of the thousands of lesser-known mar- 
kets for products and services throughout the coun- 
try. Whatever happens in these many marts of 
trade and industry is ultimately reflected in security 
values. At present, certain basic changes are in the 
making which may well influence manufacturers’ and 
distributors’ profit margins in the future. One of 
the significant trends at present is the proposal by 
trade groups for an overhauling of our trade dis- 
count structure. Marketing analysts have recog- 
nized for years that many of our discount practices 
are outmoded and in some cases, inequitable and un- 
economic. In contrast with the strides we have 
made in production and technology, our distribution 
apparatus is far behind the times. The problem is to 
gear it to the dynamic economy of 1946, and if a 
more realistic trade discount structure results from 
the present studies, it will go a long way in facili- 
tating the flow of goods and service from producer 
to consumer. Agitation for such reform comes at a 
particularly appropriate time, since there are evi- 
dences that the war-nurtured “seller’s market” has 
about run its course. Though the consuming public 
is still buying avidly, they are exercising a discrimi- 
nation not seen since the pre-war days. Shoddy mer- 
chandise and dubious quality are being shunted 
aside and shoppers are once again insisting on a 
full dollar’s worth of value. A renewed sense of 
basic values, plus a more realistic discount structure, 
augur favorably for the future of the nation’s dis- 


tribution machinery, and, in turn, for the economy 
as a whole. 


THE SHOWDOWN ... A frightening example of 
how a few power-crazed labor despots can bring a 
mighty nation to its knees was all too clearly dem- 
onstrated in the recent coal-railroad crisis. That it 
had to be broken by a threat of force is regrettable, 
but certainly the peril to the nation as a whole was 


far worse than any possible misuse of the “work or 
draft” remedy which was adopted only as a last 
resort. What is particularly curious, however, is 
the public reaction to the President’s proposal once 
the immediate crisis had passed. That his threat 
would be denounced as Fascism by the left wing ele- 
ments occasioned no surprise, but to hear more con- 
servative quarters clamor for “action” while the 
crisis mounted and then condemn the very same ac- 
tion when the immediate danger passed seems hardly 
consistent. Actually, however, the danger has really 
not passed, but has only subsided temporarily, and 
only realistic labor legislation can provide a lasting 
solution to the problem. At this writing, prospects 
for really effective legislation are not promising, in 
view of the manner in which the Case Bill has thus 
far been devitalized. Implemented by threats of poli- 
tical reprisal and an aggressive counter-campaign, 
the vested interests of Big Labor are bringing pres- 
sure to bear where it will do the most good. But 
while the battle is being joined in the nation’s legis- 
lative halls, the spectre of the maritime strike looms 
in the background, serving as a grim reminder of 
the dangers yet to come. The time for a showdown 
has come, and unless realistic statesmanship is demon- 
strated, the effects might well be disastrous. 


SALUTE TO CURB EXCHANGE—Iit seems almost in- 
credible that twenty-five years have passed since the 
New York Curb Exchange moved indoors from the 
curbstone location from which it derives its name. 
Old timers can recall when outdoor security trading 
was a veritable institution of the financial district. 
There was something colorful and intriguing in the 
sign language and gestures whereby traders signaled 
their commitments from the street level to the win- 
dows of nearby brokerage houses. The whole busi- 
ness had started informally enough years before, as 
little groups of investors met to transact their deals. 
It was not unlike the early beginnings of the “Big 
Board” under the historic buttonwood tree, but as 
time went on and the volume of trading increased, 
the arrangement was no longer adequate. And s0 
this month, the Curb celebrates its silver anniver- 
sary as a formal investment market with a roof over 
its head. It seems appropriate, therefore, at this 
time to reemphasize the role which this exchange 
plays in the nation’s investment machinery. Unfor- 
tunately the misimpression exists in some quarters 
that Curb-traded issues represent intrinsically spec- 
ulative propositions. All that is needed to dispel this 
notion is a glance down the list of Curb securities, 
where a goodly cross section of American industry 
is represented. Some idea of the Curb’s position in 
the financial realm is indicated by the 863 stocks 
dealt in, having an aggregate value of around 
$15,000,000,000, and 138 bond issues worth about 
$1,900,000,000. Turnover of over 143,000,000 
shares last year was the highest since 1930. Having 
established itself as a foremost trading mart, the 
curb enters its second quarter century indoors with 
the plaudits and well wishes of the investing public. 
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Viewed in this light, Soviet moves in 
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Has the Turn Come? 
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really , , “i 
1, and QEHIND THE CURTAIN of gloom which beclouds in- influence” or puppet governments can be realized, 
asting U ternational relations today appear gleams of that is a satisfactory accomplishment, at least for 
spects ght, which, if true, may provide hope for a troubled the present. t 
ng, in orld. Latest reports hint at a radical change in eastern Europe, the Mediterranean, Iran, India and 
s thus pie Kremlin’s attitude toward the rest of the world, China begin to form a meaningful pattern. _ 
f polj- from a policy of intransigeance to one of conciliation The expansionist party in Moscow has virtually 
paign, nd accord. the same geopolitical strategy as Hitler’s Dr. Haus- 
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ing zeal of our 
own American 
“manifest des - 
tiny” advocates 
of a century ago. 

But quite aside 
from the opposi- 
tion of the mod- 
erates at home, 
the imperialists 
were unable for 
decades to trans- 
late their policies 
into concrete ac- 
tion, primarily 
because the bal- 
ance of world 
power, and espe- 
cially the Euro- 
pean alignment 
of power, pre- 
vented it. How- 
ever, when the 
Continental _ bal- 
ance was upset 
by the crushing 
of Germany and 
the decline of 
France and Italy, 
the restraints on 
Russian expan- 











arities,fion, What might 
dustry called the “isolationist” faction favored a concen- 
tion IMPation of Russia’s efforts within her own borders, 
stocks uilding up the domestic economy and, in effect, ig- 
xround oring the rest of the world. 
aboutf Qn the other hand, there has existed, since the 
00,000 favs of Peter the Great, the imperialist school which 
Tavinghas long advocated acquisition of “warm water” 
rt, theborts and the expansion of Russian influence as well 
‘s with territory in certain stategic areas of the globe. 
public is when ‘this point is realized that many Russian 
laneuvers of the past year take on a special signifi- 
—1946 | ince. Outright territorial acquisition alone is not 


el 


€ prime objective in most cases; if “spheres of 
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sion were weak- 
ened and ‘for the first time in centuries, the Kremlin 
saw her cherished dreams within realization. It is 
noteworthy that all Soviet moves to date have fol- 
lowed the classical Czarist pattern to the letter— 
Iran, the Far East, the Mediterranean, India and 
so forth. Still more significant in this connection is 
the move to make Russia a first class seapower, im- 
plemented by a strong navy and a large merchant 
marine. 

With the vacuum created by the decline of the 
western powers, Soviet strength quite easily ex- 
panded in all directions without much opposition 
for awhile, but the resis- (Please turn to page 308) 
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The market has made further moderate prog- 
ress, with formerly laggard heavy - industry 
groups taking much of the spotlight. Imme- 
diate key uncertainties center in labor legisla- 


HE MARKET’s ACTION always looks bullish when 
prices are moving up. It will look good on the 
top day of this bull market, which will not be posi- 
tively recognizable as such until some weeks after 
the event, as the averages zig-zag down. 

With the reminder, be it noted that the bulls have 
continued to have the best of the debate since our 
last previous analysis was written—but the fact 
that it is a debate perhaps needs emphasis. On the 
one hand, most of the “thermometers” by which 
prices are measured made new highs last week. On 
the other hand, there is a suggestion of laborious- 
ness in the rise. The end of the railroad and soft 
coal strikes was celebrated with what could be called 
restrained enthusiasm. And the new highs, at least 
so far, represent rather modest progress when fig- 
ured as percentage betterment of previous highs. 


New Market Trends in the Making [i 


To illustrate the latter point, here is the sequence 
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tion, the threatened maritime strike, and the §jjart. 
nearing verdict of Congress on the future of the gover — 
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The f 
in son 
till \ 
of 1946 highs to date in the Dow-Jones industrialf This 

averages: January 16, 203.81; February 2, 206.97 Brlati 
April 18, 208.31; May 29, 212.50. The last figurThat 
in the sequence is less than 5% above the first onefto pu 
The year’s net gains so far in The Magazine of 
Wall Street’s broad weekly indexes have been sim- 
larly restrained. It is, of course, an open question 
—which only future market performance can answer 
—whether these facts have any prophetic signif: 
cance. Yet they are certainly worth noting. Wha 
it amounts to is that the market as a whole, despite 
further large gains in many “special situations” 
has not recaptured anything like the general specu 
lative confidence which characterized the great post 
war upsurge, by which we mean the phase whiclfaggre 
began in August of last year and which ran tdtheir 

early February. n. Th 
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MEASURING MARKET SUPPORT 


MAGAZINE OF WALL ST. 
300 STOCKS 
\ 


DEMAND FOR STOCKS 


{AS INDICATED BY BUYING ORDERS EXECUTED) 


MARGIN OF SUPPORT 


; 
SUPPLY OF STOCKS 


(AS INDICATED BY SELLING ORDERS EXECUTED) 








This point is emphasized by _ the 
continuing lag in our index of 100 low 
price stocks. True, it has had a fur 
ther recovery; but it still has to bette 
its previous bull-market high. Wheth 
er and how it does so will, in ow 
opinion, be a matter of decided tren 
significance. Assuming that this i 
still a bull market, this excellent indi 
cator of speculative confidence ha 
been lagging for an unusually longhhat ¢] 
time. Should it continue to trail alonghise jy 
behind the market, that basic assumpfiear, 
tion would be open to increasing quesfpoods | 
tion. Of course, it can be said that thdbsers - 
market has had to contend with a spef Alth 
cial crisis in labor relations—bitumifiithin 
nous coal and railroads -— for somfatchi 
weeks past; and that, considering thesflor ‘ta 
circumstances, its action has _ beetle se 
good. But a question arises: Has thifot do 
settlement of these strikes really clarfhe ex) 
fied anything? Or must investors all 
speculators continue to view the gener 
wage-price-profit prospect with muc¢ 
uncertainty, if not misgiving? We wif Mea 
attempt to deal with these questiongtoup 
further along in this discussion. Firstfst we 
arm e¢ 
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The margin of support, indi- 
ated by the accompanying 
chart, has widened considerably 





wer the last several weeks. Al- 
though that is bullish evidence, 
it has a negative aspect so far. 
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That is, the improvement is duc 
nore to a shrinkage in the sup- 
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ply of stocks for sale than to a 
dynamic rise in buying demand. 
The former is at the lowest level 
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in some months, but the latter 1s 
till well below previous highs. 
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. . . “2 . 1936 — 1945 
This is a significantly dubious 


That is, it takes strong demand 


er, rather than mere absence of 
Such 
demand may develop. If so, well 
and good. If not, it is a reason- 
able surmise that there will be 
a increase in the supply of 
tocks for sale. 

There is considerable logic 
behind the picture presented by 
this chart. New buyers, in the 
aggregate, seem to be feeling 
their way, rather than rushing 
in. They are not entirely “sold” 
om the intermediate market pros- 
pect. On the other hand, poten- 
tial profit-takers can see some 
plausible reason for holding off 
md giving the market a cha’ 
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to show what it can do in the period just ahead. 
These reasons, most pertinent in short-term think- 
ing are: (1) The Dow industrial average has just 
made a new high, and the rail average is “flirting” 
mth its previous high, with an upside break-out a 
hopeful possibility for the near future; (2) the 
seasonal odds for many years have been strongly in 
lvor of some degree of summer rise; (3) the belief 
hat the labor situation will at least permit a sharp 
tse in industrial production for the second half- 
year, and therefore in the earnings of the durable- 
goods industries which heretofore have been the chief 
osers from labor troubles. 

Although there are no storm signals now visible 
thin the market, we wonder—and this may bear 
atching—how many people are waiting and hoping 
lor ‘a good summer bulge” on which to do consider- 
ible selling. And we also wonder whether they might 
ot do such selling, perhaps even more readily, if 
he expected “Summer rise” disappoints them. 





changing Leadership 


Meanwhile there has been a substantial shift in 
stoup leadership. The outstandingly strong groups 
ist week were autos and auto accessories, coppers, 
am equipments, radio and furniture: and, in lesser 
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degree, steels and rails. Most of these had been “be- 
hind the market™ for a long time. The list includes 
some traditional “late movers”. On the other hand, 
some of the “light-industry” groups long in the van- 
guard of the bull movement are currently under 
profit-taking, most notably department store and 
motion picture stocks, as well as some of the drug 
company issues. 

More price inflation is certain. How much, we do 
not know. But earnings and dividends are the most 
pertinent factors in stock values; and inflation does 
not necessarily spell boom earnings in the durable- 
goods industries. They need both sustained high 
volume and decent profit margins. They can not 
have either in a_ start-and-stop-start-and-stop, 
strike-infested economy. Can we look for some- 
thing much better than that? We hope so, but we 
do not know so. 

Immediate market uncertainties include the Presi- 
dent’s action on the Case bill, which is the first 
partial effort to correct the unbalance of the Wag- 
ner Act; the handling of the threatened, Communist- 
dominated maritime strike; and the final, detailed 
verdict of Congress on the extension of OPA. That 
makes the visibility at this moment not too good. 
Hence, we favor a conservatively selective, middle- 
road investment course.—Monday, June 3. 
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Strongly opposing forces are currently at 
work producing a varied business pattern. 


P ROBABLY NEVER BEFORE in this country’s his- 
tory has a more contradictory business situation 
existed than that prevailing at present. With V-J 
day already ten months past, the long awaited busi 
ness boom has failed to materialize to any real de 
gree, or, more accurately stated, has followed a far 
from satisfactory pattern. At the present time, the 
potentials for unprecedented prosperity co-exist 
side by side with the greatest threats to our eco- 
nomic existence. 

To determine where we stand now—or, more sig- 
nificantly, where we are heading—it is necessary to 
analyze these opposing forces and anticipate which 
will gain the ascendancy. But to evaluate the situ- 
ation realistically, we cannot depend upon the con- 
fused counsels, and platitudes emanating from high 
places, especially those which would assure us that 
all is well. Rather, the only reliable diagnosis is t0 
probe beneath the mere surface developments and 
analyze the factors responsible for the present state 
of affairs. 

To a large degree, this can be done by checking 
some of the vital figures which feel the pulse andj. 
take the temperature, so to speak, of the state o! 
our national health. Statistics alone, of course, do 
not tell the story, but they do serve to point up 
vitally important trends, and when coupled with 
other pertinent facts, a meaningful picture can be 
obtained. 
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_A look at the data in the accompanying table 
mphasizes the condition already noted, namely, the 
profound contrast in salient phases of our national 
economy, and gives some clue as to what lies ahead. 
The number of items on the favorable side of the 
ledger is encouraging: the record volume of retail 
gales, the high level of factory payrolls, and the 
substantial backlog of savings in the hands of the 
public, as evidenced by bank deposits and individual 
pwnership of savings bonds. 

_ The high potential of purchasing power in the 
hands of the public, plus the backlog of both con- 
er and industrial orders, have long been recog- 
Mame nized as the mainspring for a sustained business 

“boom, and unless inhibited by other forces, the ex- 
pected recovery would readily develop. 

‘| But in order to appraise these figures to best ad- 

m yantage, it is well to penetrate a little deeper into 
‘pa the circumstances surrounding them. The current 
upsurge in retail sales is one of the most encour- 
aging features in the present mixed state of affairs, 
but it must be recognized as a symptom rather than 
acause. The story it tells is most significant, name- 
jy, that the public is in a buying mood and, what 
is most important, that demand is backed by the 
ability to pay. Retail sales are running about 39% 
ahead of the corresponding period of last year, with 
idemand continuing 
unabated. However, a 
breakdown of sales 
volume shows that 
much of the turnover 
is In consumer non- 
durable goods, such as 
food, clothing, tex- 
tiles, jewelry, novel- 
ties, toys, and similar 
items. Trade in the 
durable categories 
comprises a small per- 
centage of retail vol- 
ume simply because of 
the scarcity of such 
products. However, 
the retail trade pat- 
tern will change per- 
ceptibly later on when 
tefrigerators, washing 
machines, automo- 
biles, radios and other durable products become 
more generally available. 

While on the subject of retail trade, it is well to 
have another look at “deferred demand” about 
which so much has been said. As everyone knows, 
an unprecedented backlog of deferred business has 
piled up for several years owing to war-created 
shortages, an increase in the number of family units, 
and enhanced purchasing power. When translated 
into actual buying, this could sparkplug a record 
business boom, but here, too, it is well to weigh the 
factors judiciously. Economists have been recog- 
nizing of late that much of the “backlog” of de- 
ferred demand results from duplicate orders, and 
that a good deal of advance ordering has been done 
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The chaos threatened by irresponsible labor leaders 
constitutes a major deterrent to industrial recovery. 


on a strictly contingent basis. Under the circum- 
stances, the investor and business man will do well 
to look askance at the more extreme estimates on 
deferred buying, even though a huge backlog un- 
doubtedly exists. 

In the final analysis, the demand for goods—and 
consequently, profits, jobs, and dividends—hinges 
upon the consuming public’s desire and ability te 
buy. In this respect, statistics, again, are encour- 
aging. Total “liquid” savings, as represented by 
available cash, savings and savings bonds in the 
hands of the public are tremendous, as the table 
indicates. In recent weeks, there has been some ten- 
dency on the part of defense bondholders to cash in 
their holdings. A certain amount of such redemp- 
tion is to be expected, but if the trend is greatly 
accelerated, it can develop a dangerous situation. 
It would not only impede the Treasury’s anti-infla- 
tionary program but would diminish the reserve of 
consumer buying power. Present indications are that 
much of the current retail buying wave is being paid 
for by bond redemptions. 

Still another favorable augury is the high level 
of factory payrolls. Even though this index is run- 
ning below the wartime peak—as was to be ex- 
pected—it is still more than twice the average for 
1939. In other words, not only do people have 
“money in the bank” 
as evidenced by total 
savings figures, but 
they are taking home 
substantial pay 
checks. Together, 
these two items consti- 
tute purchasing pow- 
er. But here a word 
of caution is needed 
for those who view the 
situation too optimis- 
tically, as the picture 
could quickly change, 
and take a sudden turn 
for the worse. The 
factory payroll figure 
is a very sensitive in- 
dustrial index, and 
is quick to reflect 
changes in employ- 
ment and the effects 
of strikes. Hence, in noting the trend indicated in 
the table, it must be remembered that the latest fig- 
ures reported do not show the full effects of the 
more recent industrial disturbances. Payroll figures 
for the next few months, accordingly, should make 
a less impressive showing than heretofore, and while 
in the aggregate business picture it will not be 
critical, it does nevertheless represent a diminution 
in total buying power and national income. 

Much the same may be said of railroad carload- 
ings and the Federal Reserve Board index of pro- 
duction, both of which will be affected in some 
measure by labor strife and work stoppages. 

It will be noted, therefore, that the adverse influ- 
ences currently at work center about the labor situ- 
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ation. The rise in unemployment since V-J day was 
fully anticipated, but here again even the latest 
available figures do not adequately reflect the 
present state of affairs. With hundreds of thous- 
ands idle—voluntarily or otherwise—through strikes 
and plant shutdowns, unemployment reports will 
likewise make unfavorable reading in the months di- 
rectly ahead. 





Probably the most dramatic way of depicting the 
effect of work stoppage is the trend of man-days 
idle as a result of industrial disputes. Based upon 
latest reports available, the loss in man-hours is 
about 60 times greater than it was a year ago, and 
when results for this month are issued some time 
later, look for a further sensational rise in total 
man-hours lost. 


The data indicated—both favorable and adverse 
—give some tangible measurement of basic business 
conditions, but there are also certain intangible in- 
fluences at work which cannot be reduced to a sta- 
tistical basis. And although these factors are in- 
tangible in nature, they are none the less potent, 
for they have a far-reaching psychological effect on 
business men, investors and the general public. 


The Foreign Situation 


One of the gravest of the “intangible” factors— 
as we are all too keenly aware—is the foreign situ- 


ation. Far from being an isolated influence, it im- 
pinges directly and acutely upon the American 


business scene. The prospect of an acute crisis 
abroad is no longer in the academic stage; it is ac- 
cepted as a working hypothesis by many business 
leaders. 

Needless to say, most of the anxiety on foreign 
affairs centers about Soviet Russia and her ultimate 
objectives in the international sphere. ‘This concern 











sigeance in dealing with even her own allies, but 
what will be her next moves on the international 
chessboard. It will be noted that all the troubk 
areas in which the USSR is involved are strategie 
in one way or another—Eastern Europe, the Medi- 
terranean, Iran, India, and China. In nearly every 
instance Russia’s maneuverings conflict with 
Britain’s interests, and, to some degree, with oy 
own. Disquieting reports from one reliable soureg 
after another about an impending crisis are having 
a considerable effect upon business management’ 
long range planning. 






















Still another disturbing influence is the Adminis: 
tration’s apparent inability—or unwillingness—t 
follow a realistic policy on the urgent issues of the 
day. On labor, price control, conscription, and 
foreign affairs there is little evidence of definite 
purpose or direction in official policies. The lack 
of leadershp and clear-cut approach to the prob 
lems quite understandably impairs business con- 
fidence. 











Summing up all the confusing and contradictory 
elements—both tangible and intangible—to ask 
where we stand now is to inquire whether the favor- 
able or adverse forces are in the ascendant. On 
balance, the potentials making for good business 
are still very great, and if permitted to have free 
play could generate the greatest boom in our busi- 
ness history. The rub is of course, that they will 
not have free play—at least not as free as a healthy 
business environment would require. 
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As we all realize only too keenly, the chief ob- 
stacle to recovery just now is the threat imposed by 
labor anarchy. Although the coal-railroad strike 
squeeze may well be the high-water mark of current 
labor strife, we face a period of intermittent up- 
heavals for the foreseeable future. Both the A F of 
L and the CIO are launching aggressive member- 
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arises not only from the Soviet Union’s intran- ship drives, especially (Please turn to page 308) 
put. 
| yea pees . ~ |pand =p 
A Statistical View of Where We Stand differ 
Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec. off 
| Retail Sales ($ million).................. 1945 $5,439 $5,113 $6,322 $5,461 $5,922 $6,079 $5,755 * $6,086 $6,202 $6,936 $7,039 $8,271 bee “ 
| 1946 $6,440 $6,191 pe 
| Man-days idle during month as a mand 
| result of industrial disputes (in 
' th ds) 1945 184 381 775 1,475 2,210 1,850 1,700 1,350 3,675 7,800 6,100 7,500 for tho 
1946 19,200 21,500 With | 
Numb f ployed (thous- f 
GRAS OF POTSONS)  ......ccccccsccscccessee 1945 849 880 830 770 730 1,080 950 830 1,650 1,550 1,710 1,950 or lor 
| 1946 2,290 2,650 the lur 
Freight Car Loadings (th d | A 
TRENT -sinicubintersseinnanbscnntnnasbataniss 1945 3,002 3,050 4,019 3,374 3,453 4,365 3,378 3,240 4,117 3,151 3,207 3,546 | plannii 
1946 § 2,884 2,867 | tia] lov 
F.R.B. Index of Indusrial Produc- ; 
tion—Adjusted 1935-39=100 .... 1945 234 236 235 230 225 220 210 186 167 162 168 163 pansio: 
1946 160 152 168 put wl 
Factory Pavrolls Avge. Weekly | r 
Earnings (U. S. Dept. of Labor) 1945 $47.50 $47.37 $47.40 $47.12 $46.02 $46.32 $45.45 $41.72 $40.87 $40.97 $40.77 $41.40 |B to its } 
1946 $41.27 $47.37 | pete in 
Factory Payroll Index, 1939=100 1945 345.6 344.8 341.7 333.3 318.7. 314.6 298.7 267.3 224.2) 222.9 222.9 226.2 | iF 
1946 229.1 -210.6 iputerall 
Total Deposits Adjusted and Cur- while 
rency Outside aBnks ($ billion) 1945 $151.2 $150.8 $150.6. $150.9 $152.6 $162.8 $163.5 $163.4 $162.8 $163.8 $168.1 $175.0 | 
1946 $176.4 $176.9 $173.4 jPtesult 
individual's Ownership of U. S. | many « 
Securities ($ million) ................ 1945 $52.6 $53.1 $53.6 $53.7 $54.6 $58.5 $59.7 $59.8 $59.5 $59.3 $62.0 $63.6 | Wi j 
1945 $63.7. $63.7 | It 
_|feosts, ¢ 
ously t 
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Will Spur 


Where Diversification 


Corporate Earnings 


nll. in : 


come, main hope of adequate relief 
will rest in volume expansion to ab- 
sorb rigid overhead and sales ex- 


penses. ‘l'o achieve this goal by 
production of new items or new de- 
signs certain to find a measure of 
popular acceptance in a sellers 
market has already proved to be an 
irresistible n.agnet for concerns in 
every field. And as a further spur 
to the trend, the urge to utilize 
facilities over expanded i in wartime, 
or the availability of record break- 





By H. S. COFFIN 

oo MANAGEMENTS in many industries are con- 
tinuing the trend towards diversification of out- 

put. Motivation for such policies varies so widely, 

and potentials for stabilizing or swelling profits 

differ so much, that study of these broadened activi- 

ties offers much of interest to the investor. 

For months past, experienced executives have 
been eyeing the tidal accumulation of deferred de- 
mand not only for their own regular products but 
for those in related or wholly dissimilar fields as well. 
With customer purchasing power at record levels 
for long-denied goods of nearly every description, 
the lure of big sales in all directions has stimulated 
planning for its exploitation, not to mention poten- 
tial lowerings of costs through over-all volume ex- 
pansion. Hence many a concern is gearing its out- 
put with a broadly expanded list of offerings native 
to its prewar experience or wanderiny afield to com- 
pete in totally strange markets. All in all, business 
literally is spilling over with determination to go 
while the going is good; while the process may 
tesult in numerous eventual disappointments, in 
Many cases permanent benefits are likely to follow. 

With the current upsurge in wage and material 
costs, along with hampering price restrictions, seri- 
ously threatening profit potentials for some time to 
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ing capital resources with which to 

start additional activities, have 

combined to smooth the way for 

product diversification on a broad 
scale. Quite naturally, therefore, big business is on 
the way to becoming bigger, while the smaller fry 
are equally prepared to broaden out in a more mod- 
est manner, in both instances armed with courage, or 
perhaps folly, in treading upon the toes of competi- 
tors more strongly established in trade circles than 
themselves. 

Upon managerial acumen, technical skill and long 
term. sales ability, accordingly, will many of the new 
activities under discussion prove profitable or fatal 
in the long run. Where desperation to gain volume 
at any risk during the period immediately following 
the current chaotic conditions has been the main in- 
centive for diversification in output, inevitable and 
terrific competition when supply meets demand may 
speedily present a glum problem for many concerns 
striving to move ‘their products into consumer’s 
hands. When prices begin to slip under the weight 
of over-supply, production schedules here and there 
will have to contract abruptly unless foreign markets 
can absorb the unwanted domestic output. Diversi- 
fication based upon mere optimism or without the 
requisite know-how of production or distribution 
is likely to prove a boomerang when it returns to 
smother profit potentials of many a concern. 

On the other hand, a great many strong concerns 
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with experienced managements have benefitted ex- 
tensively from diversification in the past, gaining 
long term advantages which have not only swelled 
their earnings but stabilized them as well during 
cyclical swings in economic activity. For example, 
most of the makers of automobiles and their parts 
long ago discovered that by devoting a portion.of 
their efforts to production of other kinds of con- 
sumer durables they could sustain volume in depres- 
sion years to at least a life saving level, while in 
better’ times the diversified output swelled sales and 
earnings substantially. As outstanding examples in 
the automotive industry, take General Motors and 
Chrysler, the one now prepared to sell quantities of 
diesel engines, household appliances and air-condi- 
tioning equipment, while the latter is supplementing 
sales of automobiles by manufacture of marine and 
industrial engines, plus air-conditioning items. And 
more than a decade ago both Borg Warner and 
Briggs Manufacturing Co. strayed off the beaten 
path to make household appliances, heating and re- 
frigerating units, or kitchen and plumbing equip- 
ment. Past experience has shown that profit mar- 
gins on most of the foregoing durables are generally 
satisfactory; established sales outlets both here and 
abroad promise to swell volume for an extended per- 
iod when the economic skies once clear. By spread- 
ing overhead over a broader range of production, 
concerns such as this can make ‘strides in holding 
down costs on their main automotive output. 

On an appended table we have listed a number of 


strong concerns, for the most part facing a sharp. 


shrinkage in sales compared with peak wartime vol- 
ume but likely to benefit in the medium or longer 
term through diversification of output. Almost 
without exception these concerns have a distinct ad- 
vantage over certain other competitors in the value 
of their reputation and their firmly established trade 





connections. Already retailers are reporting a re 
luctance on the part of buyers to purchase presum. 
ably excellent quality and well priced goods wher 
the makers are not too well known, or are considere 
as newcomers in a field, preferring to wait for olf 
time favorites. Quite clearly, it is going to be on 
thing to manufacture acceptable goods and anothe 
to merchandise them in satisfactory volume eve 
while consumer demand continues to be insatiable 
The concerns selected, therefore, are not likely tp 
experience a haphazard distribution of their ney 
lines, and the character of the goods they hay 





chosen to make generally are such as with mas 
production can create reasonable profit factors. 
Admiral Corporation’s advent into new manufac. 
turing fields presents an interesting study becaus 
of the manner in which its move was made. Growth 
of this concern exclusively in the radio industry dur 
ing the prewar decade was quite impressive and dur- 
ing the period of hostilities its volume soared to mor 
than triple former proportions. Scanning of post- 
war conditions as early as 1944 led it to acquire the 
business of Stewart-Warner in the fields of electric 





heat and refrigeration, along with home freezer, 
While Admiral will continue to push its sales of 
radios to the limit and its new lines are quite differ- 
ent, the company’s know-how in the electrical field 
and its dealer set up combine to vrighten up it 
prospects for success. With deferred demand for 
radios likely to become satisfied at a relatively early 


_date and with tremendous competition in sight 


among refrigerator makers, sale of home freezer 
and electric ranges may prove to be a highly stabiliz- 
ing factor in this concern’s future operations. 

The precipitous decline in production endured by 
all manufacturers of aircraft at the war’s end 
created serious problems for them, indeed more than 
in almost any other in- (Please turn to page 308) 




































































Representative Companies Entering New Fields 
Approximate Earnings Per C Share 

Operating First Quarter : Dividends 1945-46 Recent | 

Margin* 1946 1945 1945 1944 1943 1946 to date 1945 Price Range Price | 
Admiral Corp .................. 7.1% Not Available $.79 $.88 $.57 $.12V2 _ $.12V2 2134-10 $15 
Aviation Corp. ................. 15.0 Not Available -99 -54 -46 -10 -20 14%6- 5% 8 
Beech Aircraft ................ 11.1 def.39(a) Notavail. 9.30 5.33 5.54 Nil 1.00 307%- 958 26 
Borg-Warner Corp. .......... 14.3 13 -78 3.83 3.42 3.36 -80 1.60 608-3612 60 
BASIS BOGE -...cecceessia..- 9.4 Not Available 3.19 2.75 2.48 .75 1.50 3534-14 33 
Firestone Tire & R. ........ 8.6 Not Available 7.42 7.13 6.40 1.00 2.50 8312-53 V2 75 
General Mills ...............-..- 5.6 Not Available 2.69 2.23 2.13 75 1.372 5234-43 46 
General Tire & R............. oF Not Available 2.20 3.62 2.99 -50 1.00 5914-26 57 
NOD issiosecsicistcensenescrsses 6.2 2.13(b) 1.04(b) 2.13 2.02 1.87 1.20 1.20 52 -25%% 52 
Goodyear Tire & R........... 8.7 Not Available 5.87 5.90 5.68 1.25 2.00 77 «-48 72 
Hercules Powder .............. 16.3 -62 -50 1.68 1.63 1.92 25 1.25 724-64 66 
LeTourneau, R. G............. 5.7 Not Available 2.48 4.51 4.58 -50 1.00 50 -28/2 45 
Minn.-Honeywell Reg. .... 14.1 -45 64 2.48 2.36 2.15 -50 1.25 6814-4214 64 
NESE Siete Mere 2.7 def.49(c) -24(c¢) 72 -96 1.05 Nil 1.00 245-172 20 
Westinghouse Electric .... 7.3 Not Available 2.03 1.94 1.67 -50 1.00 3934-31 35 
Yale & Towne .............0..0 12.5 def1.53 -59 3.30 2.99 3.00 45 1.00 61%-32% 60 
* Based on latest available reports. def—deficit. 
(a) For 6 months ended March 31. (b) For 6 months ended April 30. (c) For 3 months ended January 31. 
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HIS PUBLICATION HAS ALWAYS maintained that the 

threat of postwar economic collapse and subse- 
quent chaos could be prevented by expanding and 
liberalizing international trade as the best way of 
securing a higher standard of living for everybody. 
But this publication has also believed that peace and 
worldwide prosperity cannot be attained by merely 
indulging in hopes. Specific 
concrete steps are necessary, 
and no better beginning can 
be made in the restoration of 
a sound and fair basis for 
world trade than by securing 
the effective cooperation of 
Great Britain, a country 
whose views on the postwar 
World parallel broadly our 
own. However, British cooper- 
ation in the restoration of 
world trade, free of discrimi- 
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—What It Means to American Business 
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nations of all sorts, cannot be obtained without help- 
ing Great Britain with her postwar transition prob- 
lems, so that she may feel free to abandon extensive 
trade and currency restrictions, adopted as a meas- 
ure of self-preservation during the war. These 
have been the underlying considerations for the ex- 
tension to Great Britain of a line of credit for $3°4 
billion, the discussion of which 
in Congress is now in the 
final stage. 

Basically then, the loan to 
Great Britain is the recogni- 
tion that our economic prob- 
lems cannot be isolated from 
those of the rest of the world. 
As Mr. M. S. Eccles, chair- 
man of the Board of Govern- 
ors of the Federal Reserve 
System put it, war left Brit- 
ain in an anemic state and the 
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loan is a blood transfusion to help her regain inter- 
national economic health. The credit is more like 
a draft on a blood bank. It is a key to postwar eco- 
nomic policies, and without it, the International 
Bank, the International Fund and the proposed In- 
ternational Trade Organization can hardly be ex- 
pected to fulfill the hopes placed in them. In fact, 
as one Washington correspondent expressed it 
somewhat ironically, “the failure to agree on the loan 
may result in the Bretton Woods Institutions go- 
ing down in history as another interesting attempt 
at redeeming capitalist finance from the snares of 
economic nationalism into which the world lapsed 
between the world wars.” 

Why is the cooperation of Great Britain so essen- 
tial for the development of world trade and for the 
elimination of trade restrictions and discriminations? 
The answer is simple. Great Britain is still the world 
premier trading country. ‘This is how Assistant 
Secretary of State, William Clayton, expressed it a 
few months ago in a speech before the National 
Farm Institute: 

“The British Empire accounts for one-third of 
the international trade of the world. Due to the 
elimination of Germany and Japan in the world 
market, it is more than likely that three-fourths of 
the international trade of the world will, in the next 
few years, be transacted in dollars and pound ster- 
ling. Under these circumstances, Britain’s partner- 
ship with us in putting world trade on the right 
track and keeping it there is of the highest impor- 
tance. There is no other country whose support is 
so essential for the success of our world-trade pro- 
gram.” 

In the years prior to the Second World War, 
Great Britain was the main source of international 
earning power. With only 2 per cent of the world’s 
population, she purchased no less than 21 per cent 
of the exports of the rest of the world. Being the 
world’s greatest single importer of food—only 7 per 
cent of the workers in Great Britain used to be em- 
ployed on the land—she played a major role in the 





economy of great areas of the earth surface which 
otherwise would probably had never been developed. 

How important Great Britain was as a market 
for our merchandise will be appreciated after an 
examination of the two tables accompanying this 
article. During the twenty-one years from 1919 to 
1939, Great Britain took on an average some $800 
million worth of our goods annually or about 19 
per cent of our total exports. Our exports to the 
British Empire in the same period averaged about 
$1,640 million a year or about 41 per cent of the 
total. The exchange of goods between the United 
States and the Empire represented the largest trade 
between any two political units—almost 10 per cent 
of the annual international trade in the period be- 
tween the two World Wars. 

It is rather significant for the future Anglo- 
American trade relations that Great Britain has con- 
tinued to be our largest foreign market despite con- 
siderable shifts in the structure of our exports to 
her. This will be seen from the second table, giving 
the fifteen most important export items for each of 
the following years: 1925, 1929, 1932, 1939 and 
1942. During the early ’twenties, the bulk of British 
purchases from us still consisted of such raw ma- 
terials as cotton, tobacco, petroleum, non-ferrous 
metals, and wood, or such foodstuffs as wheat, meat 
products, animal fats, and dairy products. In 1925, 
raw cotton alone accounted for one-third of our ex- 
ports to Great Britain, which that year exceeded 
one billion dollars. The figures for 1932 and 1933 
show the effects of the Imperial preference system 
adopted in Ottawa in 1932. Under that system, 
which, it must be admitted, was adopted by Great 
Britain only reluctantly and in the face of growing 
restrictions and tariffs throughout the world, all im- 
ports to Great Britain from non-Empire countries 
(except the goods previously dutiable or specifically 
exempted) were made subject to a general 10 per 
cent ad valorum duty. 

The empire preference system affected principal- 
ly our exports of meats and animal fats and dairy 





























Shifts in Our Exports to Great Britain 
(All figures in millions of dollars) 
1925 1929 1932 1939 1942 
Commodity Value Commodity Value Commodity Value Commodity Value Commodity Value 
Cotton, raw ............ 304 Cotton, raw ............... 160 Cotton, raw .............. 56 Cotton, raw ............... SB AIFSHAEE 0s. sscnececensecee 523 
Tobacco products ... 85 Petrol. & prodts. ... 101 Petrol. & prodfs....... 38 Petrol. & prodts. ... 48 Lard, eggs & fats.... 322 
Meat products ........ 83 Tobacco & products... 80 Fruits & nuts ............ 36 Indust. machinery .... 48 Indust. Machinery .... 268 
Petrol. & prodfs....... 82 Grains & flour .......... 55 Tobacco & products.. 32 Motor vehicles ........ 46 FAP CGT INS on. cccceceseee..000 256 
Grains & fiour............ 60 Non-ferrous metals .. 53 Lard, eggs & fats...... 19 «Fruits & nuts .............. 36 Meat products ........... 235 
Non-ferrous metals... 53 Fruits & nuts ............ 52 Wood & paper .......... 14 Tobacco & products. 36 Iron & steel mfrs..... 176 
Lard, eggs & fats...... 49 Meat products .......... 42 Meat products .......... 11 + Non-ferrous metals .. 25 Petroleum & products 138 
, Wood & paper .......... 37 Lard, eggs & fats...... 42 Leather, skins, etc..... TO “GENOMICS .nscccccccsccsssse 22 Vessels & marine eng. 126 
Leather, skins, etc... 34 Wood & paper.......... 40 Indust. machinery .... 9 Wood & paper ........... 22 Mot. veh. incl. tanks 85 
Motor vehicles .......... 24 Naval stores, etc..... 33 Non-ferrous metals .. 8 Meat products .......... 18 Non-ferrous metals .. 63 
Indust. machinery .... 19 Indust. machinery...... 28 Grains & fiour............ 8 Lard, eggs & fat........ 18 Cotton, raw .............. 62 
Iron & steel mfrs....... 17. Motor vehicles .......... 28 Naval stores, etc. .... 7 Iron & steel mfrs....... 18 Indust. chemicals .... 617 
Naval stores, etc..... 17 Leather, skins, etc. .. 26 Indust. chemicals ...... 7 Misc. machinery ...... 13. Tobacco & products.. 49 
BININE © scsoncessernitcscossesacce BD NOG sai sesiictesccecxences 19 Motor vehicles ......... 4 Naval stores, efc....... 13. Explosives 37 
Indust. chemicals ... 10 Chemical 18 Misc. machinery ..... 3 Elect. apparatus ...... 11 Wood & paper .......... 33 
Misc. exports ............ 145 Misc. exports ............ 64 Misc. exports ............ 20 Misc. exports ............ 67 Misc. exports ............ 75 
MUN i gpactdiaatecnphooke 1,033 MINE ick dcscsscueseesscoviee 841 MEN uasipeacccsresccasnees 282 MSN) sernccscskcesshecccers 499 Total exports ........ 2,509 
1 
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products, and of copper, lumber, leather and naval 
stores. By 1939, all these products represented but 
a relatively small fraction of our total exports to 
Great Britain. The exports of cotton and tobacco, 
once the leading items, were in 1939 no larger than 
in 1932, the worst year of the depression, when 
prices were low. Nevertheless, British purchases 
still amounted to about 10 per cent of our cotton 
crop and about 15 per cent of our tobacco crop. 
While the traditional imports from this country 
were declining, Great Britain had increased her pur- 
chases of our manufactures. The exports of indus- 
trial machinery, motor vehicles, and _ industrial 
chemicals, which in 1929 ranked tenth, eleventh and 
fifteenth, respectively, advanced by 1939 to third, 
fourth, and eighth place, respectively. Although 
one of the most highly specialized nations as far as 
industrial skills are concerned, Great Britain became 
on the eve of the Second World War one of our best 
markets for industrial products, including motor 
vehicles—the best proof that there is no monopoly 
on special skills and that all can benefit from inter- 
national division of labor. 


Our Stake in British Recovery 


All this is to show that we have, as the world’s 
largest exporting nation, a direct stake in British 
recovery, for it is easy to forecast that Great Britain 
will continue to be our largest market for at least 
the next five years. This is apart from our interest 
in the restoration of British earning power in regard 
to other countries. It should not be forgotten that 
the dollars that we supply to Great 
Britain and that she may spend for 


to make a desperate bi dfor economica domination in 
large areas of the world. They would have to inten- 
compelled to form an economic bloc of our own, in- 
tensify their trade and exchange restrictions, and to 
resort to every economic device to gain advantage 
in world markets and obtain necessary supplies. This 
would force a large part of the rest of the world 
into retaliation along the same lines. As a matter 
of self-preservation countries would turn increas- 
ingly toward state trading and barter. The British 
people would suffer privations ever greater than in 
wartime and no one could say whether freedom and 
democracy could survive such conditions there. 
Along this road lies further totalitarian develop- 
ment.” 

The Secretary of the Treasury, Fred M. Vinson, 
has not minced words either in his testimony before 
the Senate Committee. In his opinion, we would be 
compelled to form aneconomic bloc of our own, in- 
cluding Canada and other countries of the dollar 
area: ‘“T'wo rival blocs would mean economic war- 
fare. Probably we would win, but it would be a 
pyrrhic victory. World trade would be destroyed 
and all countries would suffer. If England and the 
United States should drift into such a conflict, it 
would be a tragedy for all. We would find our trade 
decreased and our people unemployed. England 
would find her standard of living deteriorated and 
her people impoverished. The hope for economic 
cooperation might be lost forever. The consequences 
to world prosperity and to world peace would be 
disastrous.” 








other countries’ goods, are bound 
to turn up elsewhere—in India, Can- 
ada, Australia, and Latin America 
—and to be spent for our goods by 
some other country. 

Moreover, under the terms of the | 
loan, the free convertibility of the 
pound into dollars is to be restored 
within a year, unless a later date is 
agreed upon. This means that at 
east a part of the huge purchasing 
power represented by sterling de- 
posits now blocked in London, and 
equivalent to about $13 billion, will 
be available for the purchase of 
American goods. 

Perhaps the best way of driving 
home the tremendous importance of 
securing Britain’s cooperation in 
re-establishing international trade 
on a multilateral basis, free of dis- 
crimination, is to consider the con- 
sequence that Congress’s refusal of 
the loan would be likely to bring 
about. As Mr. Marriner S. Eccles 
pictured it in his statement before 
the Senate Banking and Currency 
Committee, the following would be 
likely to happen: “ .. . if we refuse 
the loan, the British would be forced 











United States Export Trade With Great Britain and Empire 





(Millions of Dollars) 


U. S. Exports to 
United Kingdom 


U. S. Exports to 
British Empire 




















JUNE 8, 1946 





Value % of Total Value % of Total | 
MM 8 weedy yee | 
ae)! Ow | 
“ 54344 43 
22 3,425 40 
21 1,769 40 
22 1,631 43 
21 1,771 43 
21 1,858 41 
21 1,992 41 
20 2,062 44 
17 1,021 43 
17 «<,097 42 
16 2,167 42 
18 1,588 42 
19 945 40 
18 629 40 
19 621 38 
18 847 40 
19 949 42 
18 1,039 43 
16 1,348 41 
17 1,270 42 
16 1,269 40 | 
25 1,972 49 | 

1,637(a) 32 3,037(a) 59 

2,529(a) 31 4,886(a) 61 

4,505(a) 35 7,461la) 58 

5,242(a) 37 8,241(a) 58 | 

2,189 (al 22 4,554(a) 46 | 

| 

(a) Including Lend-Lease shipments. 
| 

2.63 
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COFFEE INDUSTRY is being caught in the switches 
of diplomacy with government agencies squabbling 
about controls, subsidies and price ceilings. State 
Department contends present program is making 
ill will south of the border. Bowles strongly opposes 
removal of price ceilings or subsidies as being infla- 
tionary. Decision is expected in the next few weeks. 
State Department will send a representative to 
Brazil to negotiate a firm commitment for a quantity 
slightly less than normal requirements, at three 
cents above present ceiling price. If the deal is 





WASHINGTON SEES 


The Truman plan for emergency strike con- 
trol may properly be regarded only as insurance 
against a particular type of economic paralysis, 
but it "serves notice" on unions. That, perhaps, 
is its most beneficial aspect. 

lt cannot be described as an antistrike bill 
because only those industries and services which 
have been taken over by the federal govern- 
ment come within its protection. Other enter- 
prises are free targets for any type of compul- 
sion labor organizations can contrive to impose. 


By E. K. T. 





If it were unlimited in scope it would not have 
been enthusiastically received by the lawmakers. 
Whether one consi ers it mere rhetoric to say 
the coal and rail s »ppages were strikes against 
the government, it can be accepted that the 
incidents were strikes against the general public 
interest, and it was that calamity that the White 
House and Congress set about to overcome. 
Too little emphasis has been placed upon the 
fact that industry as well as labor are subject 
to the penalties laid down. Facilities taken over 
by the government will pay their net profit, if 
any, to the Treasury of the United States. Em- 
ployers are held to strict accountability in nego- 
tiating bargaining agreements. In fact, the 


plan is to put industry as well as unions under 
injunction to keep the economic peace. That 
is the best defense of what is conceded to be 
one of the most drastic programs in the history 
of American labor legislation. 











made, the ceiling will go up to cover it. Meanwhile 
Colombians talk of a price advance of five to ten 
cents, ceilings or not. 

MEAD COMMITTEE investigation of surplus prop- 
erty sales will turn up many irregularities but is 
not expected to unearth any basic “scandal.” 
Changes in methods effected since the original three- 
man commission was set up, later to be displaced by 
a one-man board, and now operating through War 
Assets Administration resulted in thorough review 
of practices with each switch. That prevented cul- 
tivation of any serious abuse. Administration of 
orders from Congress has conformed to the pattern 
laid down. Complaints will be largely against lack 
of speed rather than willful departures from the 
statute. 

PUBLIC HEALTH BILL, otherwise described as the 
“socialized” medicine act, is plodding through the 
legislative mill but its sponsors are becoming 
worried. Two major sources relied upon for support 
are withdrawing. Several groups of war veterans 
have expressed apprehension that such a law would 
restrict their rights to medical and surgical care in 
United States Veterans Administration facilities. 
John L. Lewis’ demand for health and welfare taxes 
and an independent setup for miners has raised an 
issue which will bob up from time to time in varying 
forms and the unions are optimistic of eventual 
success, therefore are less interested in the legisla- 
tion than formerly. 

GOVERNMENT LARGESS in providing funds for 
education of GI’s has educators worried. Official 
estimates indicate the federal government will sperid 
about one billion dollars during the coming academic 
year to finance tuition for about 700,000 veterans, 
one-half that amount going for subsistence. Several 
institutions eve planning tuition increases, which the 
government will not quibble about but which, the 
professional educators as distinguished from their 
business offices believe, may place higher learning 
beyond the reach of the poor. They fear the gov- 
ernment’s generosity may have a harmful long 
range effect, are working quietly to keep down fees. 
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The President's dramatic appearance before a joint session 
of Congress and his stern demand for severe labor curbs has left 
Senators and Representatives of, both parties all a'dither. Poli- 
tical line-ups have been blown to the winds temporarily by the 
rail strike, and how they will draw together again will remain 
uncertain for some time to come. 






































Current re-grouping of political ranks seems to indicate 
an alignment of both Republicans and Democrats into so-called 
Liberal or Conservative coalitions regarless of party istinctions. 
Confusion is further heightened by attempts of strong Administra— 
tion adherents like Senator Barkley to back up the President in 
his insistent demands, 

































But political expediency carries-at lot of weight in the 
melee, for Republican leaders like Senator Taft are alert to 
recognize in the emergency a heaven-sent opportunity which 

may swing the electorate in the fall ballotting in the long prayed for direction. 
Hence many other senators on the Republican side of the aisle show signs of going easy 
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a on too restrictive labor clauses in the measure. This may please angry union leaders. 
” 

- With both the CIO and the AF of L loud in denunciation of the Presiden's pro- 

Jd ba posals and threatening to get his political scalp, as well as those of all Congressmen 

War who venture to carry out his wishes, one of the most significant political show—downs 

eview in history is in the making. Out of the current mess is erupting a wide split in White 

| cul- House circles, too, for many social planners and astute politicians in this group fore- 

n of see nothing but defeat if the labor vote should turn against them. 

ttern 

lack But if the reported deluge of supporting public opinions and the almost unani- 

1 the mous tenor of editorial comments is any criterion, Mr. Truman may have more to gain by 








his courageous action than he stands to lose by alienating his former cronies in 
3 the labor circles. 

























































































1 the 

ming Meanwhile, the hectic political maneuvers in the Senate and House to solve the 

yport problem on a common senSe basis consistent with the emergency involved are most inter- 

here esting to watch and with every hour that passes some dramatic decisions may be reached 

aly despite all opposing efforts. 

a Quick and overwhelming approval by the House of the President's emergency 

d ol proposals is not matched by similar headlong action by the more cautious Senate. 

rying Filibustering, attempts to delay matters by referring the subject, to some notoriously 

ntual dissident committee, and genuine reluctance to assign such broad powers to any Chief 

visla- executive point to some probable toning down of the measure. 

; for The Senate has definitely eliminated the clause which would permit drafting 
ficial of strikers in Government seized plants should they refuse to return to work 

spend upon Presidential request. And Senator Murray's suggestion that the whole measure 

Jemic be scrapped if labor leaders will agree to a six months truce for all strikes has some 

Tans, willing listeners. 

veral 

h the But many cool thinkers have been put on the leart in envisaging a law which, 

the despite its alleged temporary character, would make the President in fact a dictator 
their over the entire economic life of the nation. Fear is that one emergency after another 

= might evolve from such power in one individual, giving an excuse for permanent regi- 
long: 

. fees. 
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mentation and a wholly’ planned economy. Many members of Congress of course will 
arise to point this danger out, and in no-uncertain terms. 





° Fact is that aside from the domestic furor over the reconversion debacle and 
the mounting tide of strikes, foreign appraisal of our much touted form of Democracy 
is already showing signs of cynicism. The Russians are playing up our labor upheaval 
for all its worth. This both as to foreign affairs and to problems at home the Admin— 
istration has been thrust upon an uncomfortably hot spot, to say the least, and its 
permanent status in the political arena has been considerably weakened. 























In passing the controversial Case anti-strike bill by a vote of 320 to 106, as 
’ amended by the Senate, and sending it to the White House for approval, the House of 
Representatives has shown its traditional speed in expressing the popular view that 
labor leaders have overplayed their hands under Administration coddling and are due 
to be set back on their heels. 














Now arises the problem of whether or not the President will or will not en- 
dgrse the measure with his signature. Even as we go to press, this vital point will 
have to be decided. A veto, of course, would be an appeasing gesture towards labor 
which might mitigate his stand for an equally severe emergency measure. 











But if he refuses to accept the Congressional will as now expressed, his 
opponents may succeed in defeating his hot—headed demands for personal control over 
all wages*and prices until six months after the official termination of hostilities. 























by a die-hard proponent of labor like Henry W. Wallace, or others of his ilk are cur- 
rent, but in view of past experience along these lines, such a move would not be 
likely to gain much headway in the political scene. 














Chances that the coming fall election of all Representatives and one third of 
the Senate will be attended by a political frenzy exceding even that of any recent 
presidential election are becoming more than ever clearly indicated. Upon the 
outcome is certin to depend the near term destiny of our Democracy as established 
to date. 




















If Mr. Truman could succeed in winning Congressional approval of an Act 
vesting him with extraordinary "temporary" powers in the now obviously dangerous 
reconversion period, and at the same time force deferment of long—term legislation 
affecting labor it might be shrewd political strategy on his part. 

















Such a move, if successful, naturally would leave the major question open for 
a new Congress to decide after the coming fall elections and temper down the current 








at the same time strengthening the trend towards State Control. 











But both Vongress and the public are fully aware that a longe range manage— 
ment—labor policy should have been worked’ out months and years ago, and feeling is 
that Mr. Truman's suggestion for a further deep study of the subject by a joint Con— 
gressional Committee may have back of it an objective to block all labor curbs. 
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Gase Bill by an overwhelming majority, and the conviction of members that public 
opinion strongly supports their action, moreover, points to insistence that veto or 
no veto, immediate action of some sort will be forthcoming. 
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| Sima THE past two 
months, one of the larg- 
est statistical services has 
recommended the sale of all 
railroad securities, both 
stocks and bonds. Doubtless 
this advice has found ready response in certain fin- 
ancial quarters since there has recently been consid- 
erable liquidation of railroad holdings in recogni- 
tion of the predominantly near term bearish factors. 
For not only is the railroad industry faced with 
problems of adjusting operating expenses to declin- 
ing gross revenues of at least $2 billion (i.e. $7 bil- 
lion estimated for 1946 versus almost $9 billion in 
1945) but additionally wage increases of some $600 


Re-appraisal of... . 
RAIL SECURITIES 
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-million have been agreed upon by the industry. 


These wage increases have been made retroactive to 
January, Ist, 1946. However, in contrast to the 
steel industry which was virtually given immediate 
price relief as a means of acceding to an 1814 % in- 
crease in wages, the railroad industry has thus far 
been unable to obtain any relief in the form of in- 
creased freight rates. 

True, restoration of the 4.7% increase authorized 


The nation's railroads are meeting the challenge of the future by effecting operating economies and a higher level 
of efficiency. The industry now faces the problem of adjusting operating costs to declining postwar revenues. 
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under Ex Parte 148 is a near term possibility. If 
granted however, such an increase is at best a stop 
gap. Further rate increases up to the 25% re- 
quested by the industry are essential to maintain its 
financial health, but such increases doubtless will be 
delayed until long drawn out hearings are com- 
pleted. In passing, one should note that even were 
the full 25% freight rate increase to be granted, as 
requested, the actual overall increase would be but 
16 to 18%, since all rates are not to be raised equal- 
ly. Rates on bituminous coal, to name but one 
commodity, are to be increased only 4°4 % in the 
Eastern District. 

The minimum freight rate increase we envisage is 
15%, which would be equivalent to a net increase of 
approximately 12% on an overall basis. This we 
think probable inasmuch as the I.C.C. now has a 
greater vested interest than ever before in maintain- 
ing railroad solvency. In fact the Commission has 





COMPARATIVE PROFIT MARGINS 
AGAINST RISING COSTS 


BASED ON 1945 REPORTS 100% 
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had the exclusive responsibility of reorganizing nu- 
merous bankrupt carriers. Many of these reorgani- 
zations have already been consummated. Others are 
waiting on legal developments, such as the probable 
passage of the Wheeler Bill. However, such rate 
relief as is finally afforded is apt to come too late to 
alter the earnings picture for the first six to nine 
months of this year. First half results without 
doubt will be drab indeed, making dreary reading 
for investors in railroad securities. In fact, should 
the current wave of strikes continue, it is even pos- 
sible that the unimpressive earnings picture may ex- 
tend well beyond mid-year. 


In the face of sizeable earnings contraction for 
the first six months or more of this year, the in- 
dustry is indeed fortunate in having the cushioning 
effect of the carryback provisions of the 1942 Rev- 
enue Act. This Act was passed in part to ensure 
relative stability of earning power of all industry 
during the inevitable trying period of reconversion. 
Congress was anxious to avoid a repetition of the 
disastrous experience of most industries following 
World War 1 when even some of our strongest in- 
dustrial companies found themselves in straightened 
circunistances. This was particularly true in 1920 
and 1921 which was a depression period character- 
ized by sharp declines of commodity prices. 


It was provided in the 1942 Revenue Act that all 
companies, industrial, and utility as well as rail 
whose war time earnings have been almost completely 
siphoned by prohibitive war time taxes, should have, 
in the event that earnings should suffer a substan- 
tial decline, a carryback tax credit to the extent of 
a percentage of taxes previously paid. 


The extent cf possible tax recoveries for rail- 
roads, may be envisaged when it is realized that ex- 
cess profits tax exemption of all Class 1 carriers 
during the war period was approximately $900 
million. Accordingly, if the industry in 1946 does 
no better than earn its fixed and contingent charges 
—a much more conservative forecast than seems 
logical to project at this writing — a carryback 
credit of between $300 and $400 million will then 
be available, a sum substantially greater than earn- 
ings reported after charges in the 30s, although 
lower than those of the war period which were as 
follows : 


TABLE I 
Net Earnincs AFTER FIXED CHARGES 
Cxiass 1 Roaps 


BS 5. 0 a Ve LN $499,765,000 
SR ara 901,712,000 
A ore eee 873,478,000 
hs Arp peak 667,188,000 
ME i i es eas 447,385,000 


It is evident from the foregoing how important 
the carryback provisions of the 1942 Revenue Act 
are to the railroad industry. In all likelihood, as a 
consequence of tax credits as projected, a complete 
metamorphosis of earnings can be expected in the 
latter part of the year. Individual railroad com- 
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panies are not likely to 
compute their final audit 
until December, and mar- 
ketwise, the effect of these 
probable credits may well 
be delayed until after pub- 
lication of final December 
results—due late in Febru- 





ary of next year — since Atch. Topeka & S F............. 
markets today tend to fol- SS Sat tie 

low rather than precede Baltimore & Ohio .............. 
news. Chi. Burl. & Quincy .......... 


However important tax 
‘arryback credits may be 
to the railroad investor, the 
case for a constructive at- 
titude towards railroad se- 
curities does not rest solely 
on tax advantages. Other- 
wise we might even go so 
far as to agree with the 
financial service previously 
quoted as favoring sale of %. 
all rail securities. It must . 
be emphasized at the outset 


Great Northern .................. 
Ilinois Central ...............-.... 
Louisville & Nash. .............. 
New York Central ............ 
N. ¥., Chl. & St. L.......... 
Northern Pacific. ................ 
Pere Marquette .................. 
Reading 


Southern Pacific .................. 








TABLE II 
% Reduction in Debt and Interest Charges from Peak since 1928 
Thirteen Class 1 Carriers 
Total Debt Fixed Charges 

Peak Present % Peak Present % 

Since 1928 (Est.) Red. Since 1928 —(Est.) Red. 

(000's) (000's) 

$334,522. $230,575. 31.1% $13,443.  $8,600.(1) 36.0% 
157,270. 102,555. 34.8 8,132. 4,656. 42.8 
675,702. 573,293. 15.2 34,887.  26,718.(2) 23.4 
233,764. 192.093. 17.8 9,763. 6,250. 36.0 | 
355,560. 240,897. 32.3 19,885. 7,561. 62.0 | 
379,062. 256,818. 32.3 18,828. 12,000. 36.3 | 
238,901. 168,743. 29.4 11,604. 6,300. 45.7 

1,108,800. 855.406. 22.9 62,800. 43,000. 31.5 
160,192. 115,360. 28.0 7,979. 3,458. 56.7 
330,216. 273,684. 17.1 15,100. 10,467. 30.7 
77,273. 55,806. 27.8 3,847. 1,806. 53.1 
137,094. 98,971. 27.8 9,637. 5,100. 47.1 
831,733. 529,048. 36.4 32,447. 18,900. 41.8 


Including Contingent Interest of $2,048,000 on $51.2 million Adjustment 4s. 


Including $5.13 million of secured contingent interest and $4.02 million of unsecured contingent 
interest in accordance with Chandler Act Plan of Reorganization. 

















that fundamentally, the in- 
dustry ha¢ improved its 
financial position to an almost incredible degree. Of 
almost equal importance, the industry has improved 
its position vis-a-vis its important competitors, 
namely trucks and coastwise ships. 

Let us first consider the financial record. Total 
debt of all Class 1 carriers has, in the past decade 
or more, been reduced from $11.8 billion to approxi- 
mately $8.7 billion. Of this latter sum, $7.5 billion 
of debt is fixed, and $1.2 billion contingent. In the 
same period fixed charges have been reduced from 
$714 million to approximately $480 million; con- 
tinuation of existing monetary ease should make 
possible further refundings in 1946 so that year end 
fixed charges may reach a level as low as $460 mil- 
lion. Improvement in working capital has kept 
pace with improvement in 
debt retirement and reduc- 


The overall improvement of all Class 1 carriers 
is not of necessity limited to the financial gains 
above portrayed. Of almost equal importance is 
the improvement of the railroad’s competitive status, 
a by-product of the recent conflict. Up to the out- 
break of the war in 1941, chief competitors of the 
‘ailroads were twofold :—trucks and coast-wise ships. 
Minor competitors were limited to barge lines and 
airplanes. Adverse influence of truckers were two 
fold; 1. they were able to obtain the bulk of all L C L 
traffic up to 150 miles with a reasonable amount of 
such traffic beyond this range, and secondly, 2. this 
competition resulted in a pressure being exerted on 
rates, revenue per ton mile of all Class 1 carriers de- 
clining from 1.08lc in (Please turn to page 302) 



































tion of fixed charges. Net Il 
working capital has risen  eaaeallaies Current 
from an average of $500 Fixed & Fixed Charge Coverage 

“—aWe ° ‘ - *Postwar 
million in the 20s, and $200 a Estimate 
million in the 30s, to an all Price Yield Charges 1944 «1945s (Times 
time record high of $2.2 (Mill) Covered) 
billion at the 1945 year Baltimore & Ohio 55/95 ....csscccescceceeeesseee 86% 5.80% 26.655 1.81 1.60 1.62 
end. . C. C. C. & St. Louis ref. 41/3 /77.......... 9272 4.86 43.000 1.91 1.59 1.82 

The improvement ce | Rowse es ne oe eee ae 

eae da ehig alley Ist Ext. RF dnccctiesenscens ‘4 2 ° ‘ 5 - 
papel ni dl ~ N. Y. Central Consol. 45/98 .................... 90 4.44 43.000 1.91 1.59 1.82 
- . Morris & Essex Ist 31/25/2000 ................... 67% 5.16 5.250 1.36 0.59 1.60 

der to portray the im- N. Y. Lack. & Wes. Ist & Ref. 43/73... 92% 4.31 5.250 1.36 0.59 ~—-1.60 
provement effected by in- 

See: : Income Bonds 
dividual carriers, we have Baltimore & Ohio Conv. 41/25/60 ........... 71% 6.31 26.655 1.81 1.60 ‘1.62 
prepared a table which fur- Chicago & East. Ill. 53/97 6s 7.35 1.300 248 «2.08 2.19 
nishes statistics of the re- Chic. Mil. St. Paul Series B 4/23/2044. 861/2 5.20 9.000 3.83 3.20 2.71 
duction of funded debt and Chic. & North Western 41/25/99 .............: 91 4.94 6.800 3.58 3.22 2.81 
savings effected in fixed Erie 4/23/2015 93% 4.79 8.000 2.24 8 ©=— 1.83 2.09 
charges for a representative *For first 12 months of full production. 
group of larger railroads. ai 
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Investment advisors appear generally to recommend that a 
well-balanced portfolio have a portion in sound bank stocks, 
both for current yield and for possible long-term appreciation. 


URING THE Past few years there 
has been a steady improvement 


in bank earnings. Figures now 
available covering all member banks 
in 1945 show an average net return 
on invested capital of 11 per cent, 
as against 6.2 in 1940. In a comprehensive article 
on bank earnings in the Federal Reserve Bulletin the 
following table was presented showing the favorable 
comparison of bank earnings with those of leading 
corporations in other major divisions of business. 
Behind this marked improvement are a number of 
factors. First is the great expansion that has taken 
place in the banking system during the past six 
years. This was a direct result of the tremendous 
rise in public debt and the accompanying use of 
bank credit, despite the Treasury objective of 
placing the largest possible portion of new debt in 
the hands of individuals, insurance companies, 


Bank Profits Compared with Profits of Other 
Lines of Business 


(Percentage ratio of annual net profits to invested capital) 


Business 1940 1941 1942 1943 1944 1945 
Banking 
All member banks ...... 6. 
Manufacturing .................. 10. 
Mining aad quarrying . 6. 
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Source: Federal Reserve Bulletin and National City Bank Letter. 


savings banks, and investors other than commercial 
banks. Although banks were not permitted to sub- 
scribe directly to the new Treasury issues, except in 
limited amounts for investment of time deposits, ad- 
ditional bank credit was created by the bank pur- 
chases of outstanding securities from other investors 
who shifted into the new issues, and by bank loans 
to finance security purchases by others. 

Over the entire war period, the combined expan- 
sion in commercial bank and Federal Reserve Bank 
credit amounted to about 40% of the net increase 
in public debt. Even before the outbreak of war, 
however, bank credit was expanding, although at a 
slower rate, due to federal deficits incurred in every 
year since 1930. 

This growth in size of banks may be measured in 
various ways, such as total assets, loans and invest- 


‘ ments, deposits, etc. Perhaps the simplest measure 


is comparing the size of the country’s larger individ- 
ual banks now with ten years ago. As shown in the 
accompanying table, there are now 17 banks with 
total assets over $1 billion. (Also 12 insurance com- 
panies, 6 railroads, 5 industrials and 2 public utili- 
ties.) Ten years ago there were only 6 banks in 


. this class.. Total assets of these 17 banks increased 


between 1985 and 1945 from $16,574 million to 
$44,172 million, or by 166 per cent. These banks 
alone represented exactly 25% of-the total assets at 
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the year-end of the 14,589 banks in the United 
States. 

Expansion in bank assets his taken place chiefly 
in holdings of government securities, with loans up 
only slightly. The rise in governments in bank port- 
folios has offset the steady decline in interest rates 
and bond yields. Average yield on the commerciai 
bank portfolios of government securities, a large 
portion of which is in short-term and _ low-yield 
issues, is less than 1% net after taxes, but they hold 
a total of $102 billion of such obligations. 

Moreover, the banks have had the advantage of 
riding a bull market in government bonds and of 
obtaining, in addition to interest income, substantial 
profits on the sale of bonds purchased at lower 
prices. Such capital gains are not treated uniformly 
by all banks in their accounting, and while not 
usually put into current earnings but into reserves, 
they often aid earnings indirectly. 

As to how long bank deposits and resources will 
remain at their present inflated level, one has only 
to answer the question of how soon the federal 
budget will be balanced with a substantial margin 
for amortization of public debt; in other words, 
when will the chief influence that created the addi- 
tional bank credit be reversed? (Looking at the 
picture broadly, the debt retirement thus far in 
1946 from the unneeded Treasury balances or more 
than $25 billion built up in the Victory Loan can 
be disregarded, since this credit was never put into 
active use and thus was only a “potential” factor 
in the increased total money supply.) Bank earn- 
ings on government security holdings should con- 
tinue relatively good for years to come. 

Another source of improved earnings is the move- 
ment of many banks into new fields of credit, in 
competition with other banks, with old-established 
instalment finance companies, with insurance and 
other financial institutions, and even with individ- 
uals who have accumulated cash and liquid resources 
that they are willing to place in mortgage or busi- 
ness loans. 

A contrast between the keen competition prevail- 
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ing in the field of credit today with that of a few 
years ago was drawn by Clinton B. Axford, Editor 
of the American Banker, in a recent address before 
the New York Society of Security Analysts. Then 
the banker sat with his assets, and on loan applica- 
tions either said “No,” or said “Yes” on his own 
terms. Now the banker has to meet his customer 
50% or 90% of the way, and the borrower merely 
mails in the application with his own terms, which 
the banker can accept promptly or let some competi- 
tor take the business. 

Commercial banks now entering the small loan 
field and the financing of instalment sales of auto- 
mobiles, household appliances, etec., usually have 
charges, on a discount basis, of 3 to 5%, giving 
an effective rate on the average balance outstanding 


Entry into new financial fields, coupled with a more aggressive policy of merchandising their services, is broadening the base 


of bank earning power. 
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Together with a long term rise in earnings 


assets, this enables a higher return on capital. 
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of 6 to 10%. This is much lower than the rates 
formerly charged by the regular finance companies, 
which in most cases were around 18% on outstand- 
ing balances, and still lower than the personal loan 
companies which charged 214% per month or 30% 
per year.* Whether or not the banks, entering the 
new field in stiff competition, and charging a much 
lower scale of rates, can make money over a period 
of time will probably be determined largely by their 
ability to build up a volume of such loans sufficient 
to carry their expenses for investigation, bookkeep- 
ing, collections, unavoidable losses, and overhead. 

The practice of commercial banks making “term 
loans,” payable over a period of two to ten years, 
was started cautiously by a few banks before the 
war. It was greatly accelerated during the war 
when large numbers of V- and V-T loans were made 
to companies engaged in war work, and since the 
war-end there has been a further liberalizing of 
bank policies in granting these long-term loans, or 
lines of credit. These new credit policies have in- 
vited some criticism because of the long commitment 
and the low rates, but there is constant pressure of 
idle and low-yielding money for better returns, and 
the experience of term loans has been favorable at 
least to date. 

Recent experience in practically all types of loans 
has, for that matter, been favorable—another factor 
that has inflated, in a sense, currently reported 
bank earnings. When the tremendous wartime de- 
mand called into use almost all of the country’s in- 
dustrial capacity, including “marginal” producers 
who usually operated at a deficit except in boom 
times, the result was that bank losses on loans 
dropped sharply, while collections on old frozen 
loans (charged off up to twenty-five years before) 
jumped sharply. Bankers realize that because of 
these factors, as well as government bond profits, 
currently reported earnings tend to overstate the 
real rate of return. 





Another factor in future bank earnings is the up- 
ward trend in salaries of bank employes, in order to 
meet higher living costs and to raise the lower-paid 
groups to a level more nearly comparable with that 
in other lines of business where substantial increases 
have taken place. Last year the average salary of 
all member bank officers was $5,200, and of other 
bank employes $1,930. At the same time, the num- 
ber of bank employes has been increasing along with 
the growth in the size of the banks and in business 
handled. Between 1940 and 1945 the Federal Re- 
serve found that member bank personnel increased 
by 22%, and the figure today is considerably above 
the 1945 average due to the large number of service 
men who have since returned. 

Under these circumstances, bank managements 
have followed a conservative policy on dividend pay- 
ments. Although there have been numerous in- 
creases in bank dividends since the end of the war, 
the increases in most cases have been moderate. 
Moreover, conservative dividend policies may be ex- 
pected to continue for some years ahead, due to the 
fact that the banking supervisory authorities have 
urged that many banks should build up their capital 
funds to bear a higher relation to their swollen de- 
posits, rather than paying out increased earnings in 
dividends. What the banks wish to avoid is having 
the politicians think that they are making too much 
money, since that would undoubtedly call forth still 
more radical schemes for lowering of interest rates 
and control of bank investments. 

The accompanying summary of the 17 largest 
banks shows a rather unusual evenness in the divi- 
dend yield, averaging 3.5% on the current annual 
dividend rate at the approximate market prices. In 
some cases the indicated 1945 net earnings are sub- 
ject to qualification as to treatment of security 
profits and reserves. 

Investment advisors appear quite generally to 
recommend that a well-balanced general portfolio 

have a portion in sound bank 





stocks, both for current yield and 



























| for possible long-term apprecia- 
Banks in the United States Having Total Assets Over $1 Billion tion. This, however, does not 
necessarily mean stocks of the 
Total Assets Per Share . ° 

(In Millions) Net Current Approx. Current largest banks, since for long-term 
| December 31 Earns. Annual Market Dividend | Idi BSc stor cad fi 1 tl at 
| 1935 1945 1945 Dividend Price Yield-% 101G1INg an investor May nhn¢ 1a 
Bonk of America, San Francisco.......... $1,277 $5,626 $3.16 $1.60 $47 3.4 stock in a well-managed bank in 
Bank of the Manhattan Co., N. Y....... 548 1,359 «5.112.200 32 his own city or town is relatively 
Bankers Trust Co., New York.............. 1,032 1,922 3.39 1.80 50 3.6 more attractive as measured in 
Central Hanover B. & Tr., Bee Metassincs 915 1,972 11.67 4.00 115 3.5 book value, earnings, dividends, 
Chase National Bank, New York.......... 2,351 6,093 3.59 1.60 45 3.5 and market price Information 
Chemical Bank & Tr. Co., New York.. 625 1,638 5.31 1.80 50 3.6 as to small banks mav not, of 

Cleveland Trust Co., Cleveland.......... 338 1,112 35.46 7.00 290 2.4 - ° “7 d 
: course, be readily available from 
Continental Ill. B. & T. Co., Chicago 1,141 2,827 8.45 4.00 104 3.8 tl Peat gs lee Bier 
First National Bank, Boston...... . W780 Aimee 3Lt1 2.00 57 3.5 See ie eee en 
First National Bank, Chicago 925 2,475 14.74 8.00 245 3.3 but may usually be obtained by 
First National Bank, New York........... 584 1,012 122.92 80.00 1,875 4.3 inquiry of the local bank itself, 
Guaranty Trust Co. of New York........ 1,847 3,814 23.62 12.00 344 3.5 of local competing banks which 
Irving Trust Company, New York........ 720 «(1,428 «#421.222«(0.80s—i20té«iSCW hold some of the stock in trust 

Manufacturers Trust Co., New York... 673 2,693 9.75 2.40 63 3.8 | funds, and of local brokers. 
National Bank of Detroit ..............0:0 396 §=©1,327 3.50 1.30 42 3.1 Very frequently, interesting 
National City Bank of New York........ 1,881 5,434 4.93 1.60 47 3.4 profit possibilities exist among 
Security-Ist Natl. B., Los Angeles.... 591 1,736 5.73 2.40 74 3.2 the lesser known banking institu- 
g In 
tions in smaller municipalities. 
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6 Issues With Continuous Dividend Records 





VICK CHEMICAL CO. 


BARS -NET INCOME 
3.0 





LINE-NET SALES 
40 


“a 2.4 
x S 
= 
Ou rz 
ug 1eod 
3 <3 
z on 
FO 2S 
ws 1 ae 
2a rom 
= > 
= D 
06 2 











1938 1939 1940 1941 1942 1943 1944 19465 
NETPERSH$/.60 2.00 2.02 2.06 162 1.66 1,8! 2.01 
DIV. PER 6H.$|.20 1.20 1.50 1.60 1.10 1.00 1.00 1.00 


ADJUSTED FOR 4 FOR 1} SPLIT MARCH 26,1946 








VICK CHEMICAL COMPANY 


BUSINESS: Company specializes largely in the production of pro- 
prietary medicinals for the treatment of colds, including such well 
known brands as Vapo-Rub, Vick's Cough Drops and Va-tro-nol. Con- 
siderable diversification is achieved through subsidiaries making 
pharmaceuticals, vitamins, perfumes and various chemicals. 


OUTLOOK: Widespread approval of the company's products has 
been indicated by a consistent uptrend in sales for the past eight 
years in a row, 1945 volume of $35.6 million establishing a peak 
record and compared with sales of $8.9 million in 1938. While liberal 
profit margins were characteristic of prewar operations, they trended 
downward in war years under the impact of tight Federal pricing 
policies and heavy taxes. Net earnings according dipped slightly in 
1942, but since then have risen steadily to about $2 per share on the 
recently split up stock, approximately equaling average earnings in 
the 1939-41 period. Prospective high level of national income should 
lead to expanding sales, although promotional costs are likely to rise 
also. But as the company has practically no reconversion expenses, 
enjoys a low wage-price factor and will benefit from elimination of 
heavy excess profits taxes, net earnings should tend to show further 
and substantial improvement. 


DIVIDEND: For the past 12 years, with adjustments for the recent 
split-up, regular dividends have been paid in every year at the rate 
of $1 per share on the one class capitalization, supplemented by 
frequent extras until the outbreak of war. Company's strong financial 
condition should warrant near term resumption of extra distributions 
now that operations have again become normal. 


MARKET ACTION: Recent price of 52 is close to high for the year 
and compares with a 1946 low of 37!/. 


COMPARABLE BALANCE SHEET ITEMS 
(in thousands of dollars) 






























June 30, June 30, 

ASSETS 1941 1945 Change 
Cash = — . $3,428 $2,782 — $646 
Marketable securities ................ccce 501 3,026 2,525 
Receivables, net 5,140 2,389 — 2,751 
Inventories, net 2,656 8,336 + 5,680 
MUTT GCUNMOID GUNEOUR, ccscorscecescesteciseccscess”  gusbaney 355 + 355 
TOTAL CURRENT ASSETS 11,725 16,888 + 5,183 
Plant and equipment ........ 2,406 5,426 + 3,020 
Less depreciation 882 2,414 + 1,532 
Net property __..... ie 1,524 3,012 + 1,488 
MINE TER OMRO RS ans cocci icon eneiiniedbatesencuedabesonne 72 827 + 755 
MOUAL (ASSENS. cscsssscssisussssssssacsasiesssesbsies 13,321 20,727 + 7,406 
LIABILITIES 

Accounts payable and accruals.............. 322 1,911 + 1,579 
Reserve for taxes «0.0.0... wa “ae 4,163 + 2,900 
TOTAL CURRENT LIABILITIES 1,595 6,074 + 4,479 
DUIMCNEY TINREBOED ccc occcccscvisnpaeistauevecsns” ‘cantante 237 + 237 
Reserves 700 1,400 +} 700 
Capital 2,630 2,612 _ 18 
Surplus 8,396 10,404 +- 2,008 
TOTRE, EOABIEITIRS. ccccescscccsscscssscesssessses 13,321 20,727 + 7,406 
WORKING CAPITAL  ...............0ccccceeeeee 10,130 10,814 + 684 
Current Ratio a e — 4.6 
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1938 1939 1940 1941 1942 1943 1944 1946 
NET PERSH.$1.99 247 2.6) 231 187 160 168 1.65 
Div. PERSH.$250 200 240 250 1.80 1.65 i585 1.65 








MacANDREWS & FORBES CO. 


BUSINESS: Company for more than forty years past has specialized 
in the importation and processing of licorice roots, establishing a 
dominant position as a supplier of licorice extracts to the tobacco 
and candy industries. Derivatives from these same roots are sold as 
fire-extinguishing chemicals and the company owns a 27.43%, interest 
in American-LaFrance-Foamite Corp. Fibrous residues are used for 
the manufacture of insulating and box boards. 


OUTLOOK: Despite the almost complete shut off of imports from 
the Near East during war years, this concern had such a large re- 
serve stock of licorice roots on hand that it was able to retain sales 
at rising levels until the resumption of shipping. Due to the bright 
outlook for the makers of cigarettes, cigars and snuff, the company's 
exceptionally strong trade position should find reflection in large 
volume and satisfactory profits. Net earnings, even in depression 
years, have been consistent and stable for many years past, averaging 
about $2.40 per share in the prewar decade, although EPT brought 
down net to an average of about $1.60 during the war period. Net 
sales in 1945 reached a record level of $8.1 million, and relief from 
EPT in 1946 increased net earnings for the first quarter by about 20% 
compared with the 1945 period. As only about 650 employees are 
required to handle the business, wage problems are not serious. 


DIVIDEND: Company has never failed to pay a dividend in any of 
ihe past 43 years, the annual rate during the 1934-40 period being 
$2 per share plus frequent extras ranging from 25 cents to $1 per 
share. In war years the rate was shaved to $1.55 and the latest quar- 
terly payment was 35 cents per share following a distribution of 65 
cents in the first quarter. At recent price the yield of 3.9% is not 
unattractive and chances for near term improvement are good. 


MARKET ACTION: Recent price—4! compares with a high for the 
year of 42!/. Low in 1945 was 2834. 


COMPARABLE BALANCE SHEET ITEMS 
(in thousands of dollars) 
Dec. 31, Dec. 31, 
4 























ASSETS 1941 1945 Change 
(| ISIE ese eee spices ciaiseaties $1,592 $1,100 — $492 
Marketable securities sen 521 1,298 + 777 
Receivables, net ..... 651 444 — 207 
Inventories, net ..................... 3,566 3,406 — 160 
TOTAL CURRENT ASSETS 6,330 6,248 — 82 
Plant and equipment .. 5,508 5,553 + 45 
Less depreciation .................... 3,061 3,481 + 420 
Net property ........ 2,447 2,072 — 375 
Other assets .... “ie 2,121 2,330 a 209 
i / | on/ |< ARRAS SS Saree Bi aise 10,898 10,650 — 248 
LIABILITIES 

Accounts payable and accruals.......... 757 648 — 109 
WRRGRUUS FOe TONES... ccsccccscccicccsccccices a 564 = 59 
TOTAL CURRENT LIABILITIES .. 1,212 — 168 
Reserves ete 28 — 129 
Capital = =—Sséstsespait 
Surplus 4,381 + 49 
TOE (CURINEIIOS nc.w5cninn 10,650 — 248 
WORKING CAPITAL ..............000.c:ceeeeee 5,036 - 86 
Current Ratio on 4.6 5.1 — 
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1938 1939 1940 1941 1942 1943 1944 1945 
NET PERSH$398 3.33 3.13 393 3265 254 337 3.94 
DIV. PERSH$2.00 2.00 2.00 2.00 2.00 }.25 150 1.50 








HUMBLE OIL & REFINING COMPANY 


BUSINESS: Humble Oil, about 72% owned by Standard Oil Co. of 
New Jersey, is engaged in every phase of the petroleum industry, 
but the production and purchase of crude oil is its chief activity. 
Operations center mainly in Texas, where the company's 8000 miles 
of trunk and gathering pipelines serve every important oil field and 
supply Humble’s oil refineries. Over 700,000 acres of proven oil lands 
are owned in various Southern States, along with some 8400 produc- 
tive wells. 


OUTLOOK: Record breaking sales of $442 million in 1945 reflected 
the latent civilian demand for gasoline which became expressive after 
VJ Day. As automobile deliveries to customers mount after strikes 
subside, demand for all petroleum products promises to sustain volume 
at high levels. In addition to its local sales, Humble will be shipping 
huge quantities of crude to its parent company in New Jersey. The 
recent price rise of 10 cents a barrel for crude should be beneficial, 
although not adequate to offset soaring costs for drilling and ex- 
ploration work. Outlook for expanding sales of natural gas and other 
products is also bright. Company's long record for stable earning 
power goes back for more than twenty-five years. Net income in 1945 
amounted to $3.94 per share against $3.37 in 1944 and earned surplus 
rose to $269 million. With peak working capital of $102 million and 
$40 million of term debt financed at 134%, an exceptionally strong 
financial position is evident. 
DIVIDEND: Distributions to shareholders have been made in every 
year since 1918, rate of the past two years having been $1.50 per 
share. In view of the ample coverage by earnings, dividends could 
easily be more liberal if net continues to be satisfactory. Currently 
the obtainable yield is only about 2%. 
MARKET ACTION: Recent price around 71 is about a point below 
the high for 1946 advancing from a low of 57!/2 for the year. 

COMPARABLE BALANCE SHEET ITEMS 

(in thousands of dollars) 





















Dec. 31, Dec. 31, 

ASSETS 1941 1945 Change 
ON a Nc ce $21,768 $49,225 +$27,457 
U. S. Government securities . ii 5,000 48,300 + 43,300 
eae 32,913 32,065 + 18,954 
OE EES AEE Ceca er 36,387 42,934 + 6,547 
TOTAL CURRENT ASSETS .................... 76,266 172,524 + 96,258 
Plant and equipment .....................0008 520,878 664,265 +123,387 
SUNG MUMNNIIEINEIRIND  bsescepcicacoscesbenrsresesinenenr 195,797 280,067 84,270 
Re HINTED, eibeks chess csvsiatnsnxecvesentonsbaicoverunn 325,081 384,198 59,117 
Other assets ..... as 5,943 2,8 — 3,11 

RN REND rscscucectscisacconenssoenscoenccooeke 407,290 559,552 +152,262 
LIABILITIES 

IN cia ns ass sahaciesiinmsonnncons SS ae — 1,018 
Accounts payable and accruals . 29,425 41,124 + 11,699 
NONE IIE voccceicechcceccsonstecceasescasss .  naweees 29,551 + 29,551 
TOTAL CURRENT LIABILITIES . 30,443 70,675 40,232 
Deferred liabilities 47 68 : 207 
TE NN ENE asc cs cconsnneocccdoncsisnnsoichsen —-oAleeeealer 3,613 3,613 
Long term debt Soest 47,606 40,000 — 7,606 
Se SS Se eee 174,725 iS) Se See 
Surplus 154,038 269,854 +115,816 
Dad. te) | eee 407,290 559,552 152,262 
WORKING CAPITAL .....000.......e eee 45,823 101,849 56,026 
Current Ratio 2.5 2.4 — .! 











PITTSBURGH PLATE GLASS CO. 


LINE-NET SALES BARS-NET INCOME 
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1938 1939 1940 1941 1942 1943 1944 1945 
NETPERSH.$ .75 1.24 157 1.70 127 LSI 152 1.53 


DIV.PERSH.$ 44 1.00 1.26 1.25 .8741.00 1.06% 1.06% 
1946 SALES NOT AVAILABLE Adjusted for 4 for | split Dec. 1, ‘45 








PITTSBURGH PLATE GLASS COMPANY 


BUSINESS: This concern is the dominant plate glass maker in the 
country, as well as one of the largest manufacturers of paints, var- 
nishes, lacquers and brushes. Production of certain chemicals sub- 
stantially swells volume, sales of alkalies and chlorine being an im- 
portant factor. 


OUTLOOK: When the current interruption to the building boom 
fades out, chances that demand for the company's products of all 
kinds will become exceptionally heavy are good, to say the least. 
Meanwhile, however, profit margins will continue to be uncertain 
until the relationship between costs and prices becomes clearer. Strike 
difficulties have been settled but certain raw materials are still in 
scant supply. Company's substantial interest in Pittsburgh-Corning 
Glass Co., producers of Foam-glass, now proving of great value in 
building construction, is likely to expand earnings in the medium term. 
Net earnings of Pittsburgh Plate Glass Co. for many years past 
have exhibited unusual stability, ahd although operating profit in 
1945 of $18.3 million compared with $23.7 million in 1944, tax credits 
held final net to almost an identical level around $13.5 million, equal 
to $1.53 on the present outstanding shares. As some slight price 
relief has been granted, and taxes will be lighter this year, profit 
margins should widen somewhat. 


DIVIDEND: Since 1899 the company has paid dividends in every 
year, in the past two years supplemented by small extras. Regular 
rate on the shares now split 4 to | is 20 cents quarterly. 


MARKET ACTION: At a recent price of approximately 42, a yield 
of under 2% is not attractive, but potentials for extra distributions 
must be considered. High for 1946 was 4834. 


COMPARABLE BALANCE SHEET ITEMS 
(in thousands of dollars) 


























Dec. 31, Dec. 31, 

ASSETS 1941 1945 Change 
Cash $11,290 $12,196 + $906 
Marketable securities ........................ 13,444 28,597 +15,153 
Receivables, net 11,608 9,404 — 2,204 
Inventories, net 25,455 28,539 + 3,084 
eS So ee 1,180 + 1,180 
TOTAL CURRENT ASSETS .................... 61,797 79,916 +18,119 
Net property .. 65,100 57,000 — 8,100 
NT PIII x2. -. Sun cyoyivibsoracecesuavesetcksccscous 14,491 17,509 + 3,018 
IE NITED: covesyseccuacevssvecsesecucestoscctved 141,388 154,425 -+13,037 
LIABILITIES 

Notes payable ae 400 tL 400 
Accounts payable and accruals.......... 22,505 7,863 —14,642 
ND I INES ics ccccccccsscscvespivesasesissie’ <onsaees 9,853 + 9,853 
TOTAL CURRENT LIABILITIES ............ 22,505 18,116 — 4,389 
Oe i, a ee 560 73 — 487 
Reserves o 9,070 9,900 + 830 
MUMININNRE) sovsncesesccnsestceevaseessecseresugbegseessscaveced? 54,961 88,522 +33,561 
Surplus 54,292 37,814 —16,478 
I SINNED,» oso <a scecsadacbudwovcascsses 141,388 154,425 +13,037 
WORKING CAPITAL _ .................ccccccceeee 39,292 61,800 +22,508 
Current Ratio a7 4.4 + 1.7 
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6 Issues With Continuous Dividend Records 





J. J. NEWBERRY CO. 


LINES-NET SALES BARS- NET INCOME - 
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1938 1939 1940 1941 1942 1943 1944 1945 


NETPERSH.$1.01 136 113 160 167 1.89 1.65 1.93 
DIV. PERSH.$.52 .50 60 60 .60  .60 











d 60 
Adjusted for 4 for 1 split Dec. 1, ‘45 





J. J. NEWBERRY CO., INC. 


BUSINESS: Company and its subsidiaries operate a chain of 489 re- 
tail stores located in 45 States, distributing merchandise chiefly in the 
5 cents to $2 range. Notions, stationery, hosiery, candy and house- 
hold articles are extensively featured, and in 267 of the stores lunch 
counters are operated. 


OUTLOOK: Sales of the company passed the $100 million mark for 
the first time in 1945 and thus far in 1946 are continuing to climb. 
Ever since 1929 the business has shown consistent profits, and net 
earnings in late years rose to an all time peak of $1.93 per share 
last year, based upon the present capitalization. Despite margins 
narrowed by price restrictions and a scant supply of many popular 
items, large public spending for non-durables and increasing amounts 
of hard goods promises continued good earnings in the medium 
term perid. As quality is a minor factor in goods of the very low- 
price range and percentage rises in price are hardly noticeable, 
ability of Newberry to achieve high level volume is enhanced. Relief 
from over $7 million EPT paid last year should widen profit margins 
measurably in 1946. Ample working capital has been assured by 
sale of $10 million 334% preferred, and current assets at the end of 
1945 exceeded current liabilities by a margin of about 3.3 to I. 


DIVIDEND: Stable earning power has warranted payment of dividends 
without a break since 1928, the current rate of 25 cents per share 
quarterly taking only a conservative share of the net. Relative quar- 
terly distributions for the past 5 years were a the rate of I5 cents per 
share. 


MARKET ACTION: Recent price about 40 is near an all time high 


record and compares with a 1946 low of around 32. 


COMPARABLE BALANCE SHEET ITEMS 
(in thousands of dollars) 


Dec. 31, Dec. 31 













































ASSETS 1941 1945 ° Change 
ee $2,974 $13,308 +$10,334 
U. S. Government securities ..........00..000 0 sees 250 - 250 
Receivables, net 65 250 185 
Inventories, net 12,393 13,656 + 1,263 
ee I NE on cic. asknsavecneadiacseccoses:» | /seaseves 532 532 
TOTAL CURRENT ASSETS genenscieueseanecs 15,432 27,996 +- 12,564 
Plant and 25,406 26,071 t 665 
Less Panels om aesstiksonsiutnsobaaveulaiesweraee 6,906 10,000 3,094 
We RUINED create cccscsaucenscssusdsnidevtocuccaceaces 18,500 16,071 — 2,429 
Other assets 52 939 + 416 
TOTAL ASSETS 34,455 45,006 + 10,551 
LIABILITIES 

Cn En OLR Oa: ne — 75 
Accounts —— and accruals 7,555 + 3,976 
ee a es 447(a) — 2,319 
TOTAL CURRENT. LIABILITIES 8,002 + 1,582 
ow a ae, | | ee — 1,071 
Long term debt 2,699 — 1,994 
Reserves 27 31 
Capital 14,906 4,902 
Surplus 19,129 7,101 
TOTAL LIABILITIES 45,006 + 10,551 
WORKING CAPITAL 9,994 + 10,982 
Current Ratio 3.4 + 1.0 
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ALDENS, INC. 
(Formerly Chicago Mail Order) 


LINE-NET SALES BARS -NET INCOME 
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1938 1939 1940 1941 1942 1943 1944 1945 
NETPERSH.$.63 91 92 LI7 #174 #175) 2.04 158 
DIV. PERSH.$ .25 100 .25 25 50 60 75 5 








ALDEN'S INC. 


BUSINESS: Company for many years past was known as Chicago 
Mail Order Company, established nearly thirty years ago in Chicago. 
Although until 1944, mail orders constituted the main support for 
volume, the business was thereafter extended to a limited extent into 
the retail store field, by acquisition of several established retailers in 
or near Chicago. 


OUTLOOK: Deferred demand for consumer goods is being readily 
exploited by the company's large catalog with its more than 12,000 
listings. As Aldens specializes extensively in wearing apparel and house- 
hold goods generally sought after by women, orders are flooding in 
from this source and are likely to mount as supplies of long needed 
goods are increased and public purchasing power remains ample. 
Sales of this concern have trended upward from $17.9 million in 1933 
to an all time peak of $47.7 million last year. During this entire 
period operations were profitable although net earnings gains have 
not been proportionate with the upsurge in volume. When relief 
from the current cost-price squeeze comes, margins should become 
more satisfactory and tax benefits will help to bolster net. Per share 
net has ranged from $1.17 in 1941 to a high of $2.04 in 1944, fol- 
lowed by a slight recession to $1.58 in 1945. 


DIVIDEND: In every year except two, company has paid dividends 
regularly since 1929, with an unbroken record since 1934, although 
the rate has varied considerably. Including extras of 15 cents per 
share in 1944 and 1945, relative distributions totalled 60 cents and 
75 cents per share respectively. 


MARKET ACTION: Recent price—48 compared with a high for the 
year only a fraction above this figure. Low for 1946 was 31'/2 and 
for 1945—19!/. 


COMPARABLE BALANCE SHEET ITEMS 
(in thousands of dollars) 




















Jan. 2, Dec. 31, 

ASSETS 1942 1945 Change 
MID \ cbinideilstsidasnscaiccsceninceasdedbbiniis sd $452 $2,129 +-$1,677 
U. S. Government 164 2,313 + 2,149 
Receivables, net 2,971 3,326 + 355 
Inventories, net .... 7,548 6,810 — 738 
TOTAL CURRENT ASSETS . =< ORetee 14,578 3,443 
Plant and equipment ......... ie 1,861 2,168 f 307 
Less depreciation ........ - Waee 1,708 41) 
Net property ...... 564 460 — 104 
Other assets ...... = 465 563 + 98 
PI I ads scsi ssnctscccnastcceeetesescs 12,164 15,601 + 3,437 
LIABILITIES 
UN PN no iics dacencacasacconeecwers 2,445 — 2,384 
Accounts payable and accruals . i 4, 406 + 2,216 
—_ ees ” 427 323({a) — 104 

ther current liabilities ......... en? —Soeaeeaaa 55 + 55 
TOTAL CURRENT LIABI: ITIES 4,845 — 217 
Long term debt ................0.:0:0000 3,000 1,500 
Reserves 597 59 
Capital 1,776 99 
Surplus 5,383 1,696 
TOTAL LIABILITIES 15,601 + 3,437 
WORKING CAPITAL ee 9,73 t 3,660 
MINT WI asics racastaciniscneccncesedeseacscase i 3.0 8 


(a) After deducting $1.2 million U. S. tax notes. 














Evaluating 
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SPLIT-UPS 





By H. F. TRAVIS 


Most PEOPLE APPARENTLY would rather give $40) 
+YZeach for four shares (a total of $160) for an 
interest in a company than pay only $100 for « 
single share of stock representing an identical pro- 
portion of the business. That fact may seem in- 
credible, but human behavior never has been known 
to be always logical. The tendency to evaluate frac- 
tional parts of any unit more liberally than the 
whole, so characteristic of us all, affords the simplest 
explanation for the widespread popularity of the 
stock split technique which has added millions of 
dollars to security values in the last year. 

'. The knowledge that stock splits usually enhance 
values naturally has stimulated speculative pur- 
chases in anticipation of such developments. This 
transitory demand for stocks has intensified legiti- 


mate investment interest and 
often has contributed to un- 
justified price appreciation. 
Dangers inherent in specu- 
lative excesses are recognized 
by experienced analysts and 
others charged with protect- 
ing inexperienced investors. 
As a result, New York Stock 
Exchange authorities have 
felt impelled to discourage 
the practice and to warn the 
public of risks involved. 

Once upon a time the task 
of finding an explanation 
for unusual strength in a 
particular stock involved 
diligent study of statistical 
sources. Nowadays, it seems 
that one needs only to dis- 
cover when management in- 
tends to give due considera- 
tion to splitting shares into 
smaller units. Of course, this 
observation smacks of exag- 
geration, but instances of 
enlarging capitalizations 
have become so numerous 
that almost any stock above 
$50 a share is regarded as a candidate for a split. 
Reasons for breakups are sufficiently urgent in so 
many corporations that the trend appears destined 
to continue for some time. Under the circumstances, 
a study of the subject should prove helpful in ap- 
praising individual stocks that may be af- 
fected. 

A better understanding of the pro’s and con’s of 
this problem may be gained from an analysis of the 
principal reasons for stock splits. Although any 
trend such as this which appeals to public fancy 
usually is carried to an extreme, it should not be 
assumed that there is no economic justification for 
the practice. It represents recognition of growth. 
Instances of splits have become numerous because 
wartime technological advancement stimulated un- 


* As stocks represent equities in going concerns, a split-up involves no basic change in net worth, but merely distributes 
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it over a greater number of share units. Usually this results in a broader public ownership of the companies’ capitalization. 
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usual expansion in earnings of many 
small companies. 

To enable larger numbers of investors 
to obtain an interest in growth situations 





: : : pees Split & 6 ¢€ 12/31/44* = *12/31/45 
and to avoid expressing earnings in fan- 
get Renee i ; : WN TOONS aevcasnissasiciass 2 for 1 47 56 96 $13.53 $14.80 
tastic figures, managements have Fe- Grant (WoT. occ 2 for 1 43 46 80 15.95 16.32 
garded with favor the stock split pat- Life Savers 20.2... 2 for 1 53 5675 7.79 8.22 
tern. Hence, the following self-evident oaielss: URC oaceccsciecstotisiny 3 for 1 66 78 123 24.64 26.06 
reasons may be set forth to justify the Pittsburgh Plate Glass... 4 for 1 129 135 195 14.70 15.18 
policy which has figured so prominently Sears Roebuck 0... 4 for 1 119 121-199 14.36 14.82 
in the latest phase of the market advance: Westinghouse Electric .. 4 for 1 106 121 159 23.69 24.67 
1. To broaden the market for shares A—Month before split * Adjusted for split. For Loew's fiscal years end 
so as to simplify future financial B—Month after split August 31, while for Grant and Sears, Roe- 


growth. 





Market Action of Recent Split Stocks 


Price Change 


C—Equivalent at 1946 high 


Share Equity 


buck years end following January 31. a 











2. To distract attention from ab- 
normally rapid increase in earnings 
and dividends. 

3. To appeal to greater numbers of new in- 
vestors interested only in low priced common 
stocks. 

One important phase of this subject often over- 
looked by investors is the fact that the status of a 
stockholder remains unchanged by a split. In other 
words, his proportional interest is no greater after 
the change in capitalization than beforehand. As a 
specific example, although he may own 500 shares 
where he previously held only 100, his proportion- 
ate interest in the business has not been enlarged. 
Accordingly, although market values usually increase 
as a result of splits, the net worth of stocks as ex- 
pressed on a share basis is reduced to correspond 
with the increase in the number of shares. That is, 
if equity of a stock amounted to $50 a share before 
a two-for-one split, it would be approximately $25 
a share after the increase in capitalization. 

This may be more readily understood by citation 
of specific examples. In the accompanying table, 
the effects of stock splits are graphically illustrated. 
It may be seen that although prices rose sensation- 
ally, there was little relative change in equity values. 

Of course book value is only one factor contribu- 
ting to market worth of securities. In the case of 
common stocks, earnings, dividends and yield usually 
receive greater consideration than net worth of 
assets. Hence, in appraising the outlook for stocks, 


it is important to determine, if possible, the extent 
to which wartime earnings improvement may become 
permanent. No general rule is available for making 
such calculations, but it seems obvious that some 
companies are more likely than others to retagn 
gains of recent years. 

Outstanding examples of seemingly permanent 
growth are to be found in the drug field. Great 
strides were made in discovery and development of 
new drugs. Probably the best known example is 
penicillin. Charles Pfizer & Co. is generally be- 
lieved to be the largest producer of this “wonder 
drug” and has experienced phenomenal earnings 
growth. The company reported for the first quar- 
ter this year net of $1.94 a share against 37¢ a 
share for the same period last year. This showin,z 
reflected expansion in sales of more than 50 per 
cent. One might assume, therefore, that chances 
were favorable of continuing this rising trend. The 
stock was split on a three-for-one basis about a year 
ago and since that time has recovered to a price 
level higher than prevailed before the split. Heyden 
Chemical is another representative of this industry 
that appears to have lifted earnings permanently to 
a higher level. This company is regarded as the 
second largest producer of penicillin and holds a 
large interest in American Potash & Chemical Cor- 
poration. ‘ 

Other industries which (Please turn to page 299) 


t] 
The trend to stock splits has spread to many industries and is motivated by various factors. Most split issues have tended to ap 
preciate sharply, but the rise is based upon speculative sentiment rather than on any commensurate increase in equities involved 
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Growing Importance 


OF THE 


NATURAL GAS 
INDUSTRY 


—leading companies appraised 











By FRANK R. WALTERS 


ENTION “NATURAL GAS” to the average person 
M among our population and the chances are that 
his conception of its importance is very vague. 
While everyone knows that in certain favored lo- 
calities in the country, this fuel lights and heats 
homes, as well as proving useful to some industries, 
its quiet growth during the last generation to rank 
as a truly giant enterprise has not been broadly 
realized. ‘To the better informed, however, earn- 
ings and dividends of natural gas producers have 


















r it : : e 
Natural gas represents a growth industry with 
interesting potentials for long-range develop- 
ment and profitable application. Its popularity 
was greatly enhanced during the recent coal 
strike as it is free from labor restraints and 
delivery problems. 


achieved such an interesting status that shares of 
the leaders carry a high measure of investment and 
speculative appeal. 

While natural gas has been used for centuries 
past in parts of the world where it could enjoy spot 
consumption, production for many years was 
sporadic and restricted to locations remote from 
populous centers. Here in the United States it was 
first used in 1825 for lighting the City of Fredonia, 
N. Y., and in 1840 it was used to manufacture salt 

in Pennsylvania. But though natura! 





Mic. CU. FT. 
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EXPANDING OUTPUT AUGMENTS REVENUES 


gas has been found in large quantities 
in the Appalachian and Mid-Continent 


MILLION fields since the late nineteenth century, 





PRODUCTION 











broad expansion of distributing pipe- 
lines began only about 20 years ago. 
Today, however, industries and home 
owners in Cleveland, Detroit, Phila- 
delphia, Chicago, Los Angeles and 
Denver, to mention only a few big 
cities, can turn on a petcock to heat up 
anything from an open hearth furnace 
to a kitchen stove, although the gas 
may have been piped for more than a 
thousand miles to reach them. Thus 
natural gas has now become available 

















to some 45 million population in cer- 
tain areas, and broadening of the field 
depends mainly upon extension of the 
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distributing pipe lines from Texas, West Virginia, 
Louisiana, Kansas and other gas producing States. 

To grasp the extraordinary growth of this indus- 
try within a relatively short period, the figures be- 
come almost astronomical. In 1920, for example, 
production of natural gas in the United States was 
about 8 billion cubic feet, valued at $196 million. 
In 1945, however, marketed production alone had 
soared to three and three quarters trillion cubic 
fect, valued at more than $820 million dollars. Capi- 
tal invested in the industry has risen to nearly $3 
billion. Pipe lines and municipal natural gas mains 
now in use are estimated at 218,000 miles, almost 
exactly equal to the nation’s tally of railroad track 
age. And although natural gas is one of the light- 
est in weight known to science, consumers used 
about 90 million tons of it last year, an amount by 
this unusual yardstick closely comparable to the 
total output of the steel industry in a peak war year. 
Quite clearly, it has become one of the three leading 
fuels in the United States, and its future competitive 
position will be interesting to watch. 

Popularity of natural gas is enhanced by the fact 
that it is clean, practically odorless and enjoys a 
thermal capacity of 1000 btus (British thermal 
units) compared with only 540 btus for ordinary 
gas derived from coal. Thus it has become widely 
used in the steel, glass and copper smelting indus- 
tries and a great favorite among householders fortu- 
nate enough to have an available supply. Indeed. 
the major oil producers now use a substantial quan- 
tity of their own gas to stimulate extraction of 
crude oil from the ground. First signal of a success- 
ful oil well is usually an outburst of natural gas, 
bringing in its wake the valuable crude. Whereas 
this highly inflammable “wet” gas used to be a head- 
ache for the oil companies, they now carefully con- 
serve it, first extracting the volatile natural gasoline 
mixed with it, and then either selling the rest of the 
gas or pumping it back into the ground to force 
more oil through the deep sands, repressurizing as it 
is termed. About 15% of total natural gas pro- 
duction never is sold at all. 





Real backbone of the industry, however, is sup- 
plied by producers of so-called “dry gas”, which 
comes from immense underground caverns in form 
requiring no treatment before delivery through 
pipelines to the consumer. No wastage occurs, for 
the outflow is controlled and can be shut off by the 
mere turn of a valve. From thousands of these gas 
wells, mainly located in Texas and West Virginia, 
the gas is pumped and “boosted” along through 
pipe lines to distant cities or sold to manufacturers 
of carbon black, themselves comprising another 
miracle jndustry. Carbon black is the soot resulting 
from incomplete combustion of the hydrocarbon 
molecules in the gas and an essential component in 
the manufacture of rubber. By “cracking” natural 
gas, a long list of chemicals such as carbon tetra- 
chloride, butadiene and other synthetics are pro- 
duced, but to date these account for only about 
144% of total natural gas consumed, whereas over 
500 billion cubic feet are required by the makers of 
carbon black, or roughly 12% of the total. Indus- 
try buys about 850 million pounds annually of this 
valuable material. 


Unexploited Reserves 


With experts figuring that reserves of natural 
gas in the United States are sufficient to supply all 
demands for the next 35 years at least, the indus- 
try is in a favorable position to exploit many mar- 
kets as yet untouched. To this end, between drilling 
of new wells, construction of far flung pipelines and 
provisions for pumping equipment, about $120 mil- 
lion has been earmarked for medium term spending. 
Additionally, certain strong interests in the indus- 
try have bid $40 million for the three immense pipe- 
line systems built by the Government to transport 
military fuels to the Atlantic Seaboard, and to re- 
fit them for carrying gas would cost another $40 
million. Fact is that the thickly populated and 
highly industrialized sections along the Atlantic 
Coast offer a very inviting field for first time ex- 
ploitation, especially as freedom from catastrophic 
coal strikes would be a (Please turn to page 300) 








Book Cash 1936-39 
Value Items Avge. Net 
American Light & Traction ........... . $42.66 $9.26 $1.60 
Arkansas Natural Gas "A" . 4.93(a) 1.42(a) — .30(a) 
Columbia Gas & Electric... 11.64 2.64 48 
El Paso Natural Gas... 21.05 1.38 2.95 
ane Stan Gash ik. i oiso.heveisspicids 10.73 1.04 1.01 


Oklahoma Natural Gas (e)................ 
Pacific Gas & Electric 


20.62 1.87 1.91 
32.30 3.90 2.64 
Pacific Lighting Sls cond cae atedoes 27.27 7.34 3.94 
Peoples Gas Light & Coke................ 86.18 40.3! 3.49 
Minted: (Gas (Corps es. ccccccscessecstsestss 11.90 3.04 71 (c) 


(a) Based on combined number of "A" and common. 


| 
| 
(b) 1937-9 Average. 
| 
| 


Companies Prominent in Natural Gas Industry 


-In Dollars Per Common Share —————__— 





Price- 


1945-46 


1945 1936-39 1945 Dividend Price 


Recent Earnings 


Net Avge. Div. Dividend Yield Range Price Ratio 
$1.48 $1.26 $1.20 4.6%,  2%/g-17/p $26 1725 

21 (a) Nil Nil 8'44- 3% Z 33.3 

14 21 .20 1.5 i4 - 4, 13 17.5 
3.56 2.00(b) 2.40 4.1 58!/,-34!/, 58 16.2 

97 62 .70 x te 20 -10% 20 20.6 | 
3.50 25 ~—-2.00 3.9 53/2-29%4 50, 14.4 | 
2.16 1.87 2.00 4.5 46 -34!/, 44 20.4 
3.02 3.05 3.00 4.8 643/;,-48 62 206 | 
5.47 1.37 4.00 3.6 115 -69 Ht 20.3 

84 Nil 65 3.4 21Yg- 954 19-226 


(c) Adjusted for present capitalization, 1937-9 average. 
(e) Fiscal year ends August 31. 
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Another LOOK At.... 


General Motors, Western Union, Bendix Aviation, Columbia Broadcast- 
ing, Pillsbury Mills, Purity Bakeries, Transcontinental & Western Air 


By STANLEY DEVLIN 





Companies must be reappraised in the light 
of their changing industry and earnings status. 


- THE LIGHT OF RECENT momentous events, this 1» 
an appropriate time for taking another look at 
business prospects. As an investor, you are fortu- 
nate in being able to exercise the prerogative of 
mind-changing, usually ascribed to women. When 
you become dissatisfied with the way things are go- 
ing with a company whose stock you own, you are 
free to “change horses” immediately. 

Management lacks this tactical advantage of 
great flexibility. If you think business executives 
would not appreciate the privilege of altering their 
course at a moment’s notice, you are sadly mis- 
taken. For the most part, fundamental policies must 
be established for considerable periods ahead. You 
“an well imagine how different actual operations 
would have been, for example, if managements had 
been in position to lay out programs for 1946 know- 
ing as much now as they did last December. Poli- 
cies now would be much different, too, if those in 
charge of corporations could peer into the future 
and learn whether OPA is likely to close shop 
around June $0 this year or nine to twelve months 
later. This development means a great deal one way 
or the other. 


Materials Situation Vital 


Prospects for the remainder of the year as well as 
for 1947 depend in no small measure on earnings 
and availability of essential supplies. The pro- 
ductivity of labor will play a dominant part in de- 
termining these factors. No one knows the answer 
in detail, of course, but with the atmosphere now 
showing hopeful signs of clearing—at least, in 
major souces of raw materials and in transportation 
-——the moment appears propitious for re-examining 
conditions affecting operations of several repre- 
sentative companies in seven lines of industry. These 
companies are: General Motors, Western Union, 
Bendix Aviation, Columbia Broadcasting, Pillsbury 
Mills, Purity Bakeries and Transcontinental & 
Western Air. 

Assurance of adequate raw materials would great- 
ly improve prospects for General Motors. Recent 
favorable action by OPA on ceiling prices appears 
to have removed any doubts over reasonable profit 
margins. Restoration of normal shipments of. steel 
which could be expected to develop as soon as steel 


THE MAGAZINE OF WALL STREET 



















































prod 
enab 
swin 
such 
now 

capa 
unfo 
few 

warc 
matt 
com] 


to fil 


It 
stant 
anal: 
earn 
year 
earn 
Thos 
figur 
dust 
the 1 
ly be 
suffic 
this 
duce 
sugg 
1946 
ment 

Tl 
fairs 
becor 
the ¢ 
one-t 
supp 
maki 
of th 
that 
plant 
settle 
solve 

Th 
Was a 
ter te 
comp 


JUN! 








tives 
their 
mis- 
must 
You 
tions 
had 
now- 
Poli- 
se in 
iture 
shop 
ynths 
way 


ll as 
Ling’s 
pro- 
1 de- 
iswer 
now 
5 In 
ition 
ning 
»pre- 
‘hese 
nion, 
bury 
il & 


reat- 
cent 
year’s 
yrofit 
steel 
steel 


FE EN, 


















































Pertinent Statistics on Securities Reviewed 
_— en! ad Common Share ‘ Eettouts Per Common Share —— wneui Pte 
1946 = 1945 1945 1944 1943 to date 1945 1944 1943 Range Price Ratio 
Bendix Aviation ........................ Not Available $7.32 $7.22 $6.95 $1.00 $2.75 $3.00 $3.00 63-452 $52 7.1 
Columbia Broadcasting .......... 85 -66 3.11 2.72 2.64 .80 1.80 1.80 1.80 50'/s-31 37 11.9 
| General Motors ...............000 def.87 1.09 4.07 3.68 3.23 1.25 a 3.00 3.00 . 2.00 80%s-62 73 17.9 
| Pillsbury Mills ...............0cc0c000 Not Available 2.46 2.12 2.13 1.00 - 145 1.25 _ 125 372-25 ; 3213.0 
Purity Bakeries: os..sccscssciccccss. 1.17 -92 2.60 2.69 2.86 80 2.00 2.00 2.10 385-2312 35 13.4 
Transcon. & Western Airi....... def1.51 24 1.84 . 2.82 ; —_ Nil Nil 7 Nil Nil 79 26 is 50 ana 
Western Union "'A™’ WW... def4.64 26 3.61 “6.21 . 5.80 ~ Nit 2.00 2.00 > 2.00 56 34¥2 _-% 38 10 5 ; 
* Based on 1945 Net. def—deficit. OB ; aie . i rh 


























producers were assured of adequate fuel soon would 
enable motor plants to get assembly lines in full 
swing. It would be rash to attempt to say when 
such a development may be expected, but indications 
now are that operations may show a semblance of 
capacity production by the fourth quarter. Unless 
unforeseen difficulties are encountered in the next 
few months, management may reasonably look for- 
ward to a high rate of output early in 1947. As a 
matter of fact, General Motors and its principal 
competitors should be in position about a year hence 
to fill orders fairly promptly. 


Effect of Strikes 


It is obvious that 1946 results will fall sub- 
stantially below earlier expectations. Whereas many 
analysts had expected General Motors to show 
earnings of $5 a share or better in the first calendar 
year after V-J Day, it now seems doubtful whether 
earnings will much exceed $2.50 to $3 a share. 
Those who look for continuation of labor wrangling 
figure that this major factor in the automobile in- 
dustry may be lucky to show earnings in excess of 
the indicated $2 annual dividend rate. It is general- 
ly believed that excess profit tax credits may be 
sufficient to assure earnings of at least $2 a share 
this year. The recent decision of directors to re- 
duce the annual dividend rate from $3 to $2 a share 
suggested that management itself felt doubtful that 
1946 earnings would cover the former $3 require- 
ment. 

The stifling effect of industrial unrest in the af- 
fairs of large corporations such as General Motors 
becomes increasingly evident when it is learned that 
the company’s production is being limited to about 
one-third of the volume that would be possible it 
supplies were not restricted by strikes in companies 
making materials for General Motors. In the case 
of the Chevrolet division alone, it is pointed out 
that operations are being slowed down by strikes in 
plants of 68 suppliers. It is evident, therefore, that 
settlement of major disputes would not entirely 
solve the problem for General Motors. 

The prolonged strike in General Motors’ plants 
was a factor in holding down sales in the first quar- 
ter to $75 million. It was not surprising that the 
company reported a deficit in operations of about 
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$16 million after allowing for tax credits. Indica- 
tions point to a loss for the first six months and at 
the moment, it seems doubtful if the company can 
do better than break even for the first nine months 
of this year. 

Two major factors have contributed to the dis- 
appointing showing of Western Union. In the first 
place, labor costs have been increased to a greater 
extent than had been expected. The pattern estab- 
lished by the steel strike settlement weighs heavily 
on a company such as Western Union in which labor 
costs take such a large portion of revenues. More- 
over, being a utility, the company is handicapped 
in raising rates to compensate for higher cost. 

The other principal handicap encountered is de- 
lay in obtaining new labor saving equipment. It is 
obvious that management must take steps to com- 
bat higher costs. The most effective action that 
might be taken would be to eliminate manual labor 
so far as possible in transmission of messages. 
Technological progress in recent years holds out 
hope for development of necessary equipment. A 
great deal of time will be required to install new 
machinery and to arrange operations. 

Under the circumstances, it was not surprising 
that directors took the (Please turn to page 301) 


Wartime changes have materially altered the earning power 
and future status of many companies, notably leading airlines. 
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Opportunities... 





for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE MAGAZINE OF WALL STREET’s Index of Bord 
Prices showed the following changes for the per- 
iod indicated: 
On On 
May 18 May 25 


40 Domestic Corporates 123.3 = 123.5 a 
10 High Grade Rails 119.2 119.1 — .1 
10 Second Grade Rails 285.1 287.9 +2.8 
10 High Grade Utilities 99.6 99.6 

10 High Grade Industrials 104.6 104.8 | 


10 Foreign Governments 132.2 132.4 Toe 

A fairly steady undertone characterized the bond 
market in the period under review, with Treasuries 
and “credit” obligations reflecting good buying sup- 
port and showing little day to day change. The 
market has now adjusted itself to recent develop- 
ments in connection with the Federal Reserve Board’s 
termination of the preferential discount rate, and 


appears to have fully discounted Treasury opera- 
tions scheduled for the month of June. 

Further clarification of the Federal Reserve’s ob- 
jectives was forthcoming in the recent testimony of 
the Board’s Chairman before the House Banking and 
Currency Committee. Confirming the previous indica- 
tions of an anti-inflationary policy, the board will 
seek to limit the volume of aggregate bank credit 
without materially affecting the money rate struc- 
ture. Presumably, this would be effected by restric- 
tions on commercial banks’ policies with regard to 
their Government portfolios. It is not likely that all of 
these objectives will be realized in the foreseeable fu- 
ture, but even discounting such steps as may mater- 
ialize, the outlook is still substantially the same as in- 
dicated recently in these columns, i.e., a trend toward 
stabilization of money rates around present levels. 

Indicative of the improved tone of the bond mar- 

ket was the action of the Standard Oil 
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of N. J. 284% debentures, which went 
to a premium of more than a point over 
‘its offering price of 98, and the favor- 
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to come are the recently filed applica- 


tions for $30 million Philadelphia Elec- 
180 tric Power, $12 million Mead Corp., 


150 = _ 300 
4 10 SECOND GRADE RAILS * able market reception accorded the 
z 
« ~ / Caterpillar Tractor 2s, 1956. 
140 ™- Foremost among the new bond offer- 
« a4 ings are the $35 million Mountain 
£ alice latest 4 States Telephone and Telegraph forty- 
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u Y J tcf 3 . - AY 
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%K SCALE AT RIGHT 





$13.75 million Iowa Public Service, 
and $50 million Wisconsin Electric 
Power. 
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WESTERN UNION TELEGRAPH CO.: Due to wage 
increases and a protracted strike, this company sus- 
tained a net loss of $5,660,000 in the first quarter of 
1946. Western Union 5s of 1951 and 1960 sold 
down approximately 13 points from the high regis- 
tered this year, namely, 108 and 10814 respectively. 
The company’s 44s of 1950 which is not callable 
prior to maturity is the nearest maturity of the com- 
pany. This issue has had a price range this year of 
a high of 109; low 97; last around 101. Although 
not a secured lien, no new mortgage may be placed 
on its properties without giving the funding 414s a 
prior lien. The low point in operating revenues ap- 
pears to have been passed and despite the recent 
poor showing in the first quarter, interest require- 
ments from now on should be earned by a satisfac- 
tory margin. The company has a strong financial 
position with net current assets on December 3], 
1945, of over $33,000,000. All issues carry an in- 
vestment rating of B-1 
and retention is coun- 


Mass. Funds for the redemption were obtained 
from the recent sale of new bonds and common stock. 


DELAWARE & HUDSON CO'S IMPROVED POSITION: 
This company has come a considerable distance since 
1943 when it adopted a debt adjustment plan in con- 
nection with maturity of its first and refunding mort- 
gage 4% bonds. At that time, it was unable to meet 
he a of the issue and offered holders of the 
bonds payment of 10% of principal in cash with 
the balance extended for 20 years. Since then, the 
company has reduced the extended issue by nearly 
$20,000,000 to $24,800,000. Interest charges on 
debt have been reduced to approximately $1,500,- 
000 from $3,500,000 at the end of 1942. The ad- 
justment plan requires the management to apply 
two-thirds of net income to retirement of the first 
mortgage 4s through the sinking fund, until the is- 
sue had been reduced to $25,000 ,000. It also required 
the company to dispose 
of its large portfolio of 














. . | oe 

seled for the time being. |} marketable securities, 
Suggestions for Current Investment Funds | with the time limit for 
FAIRCHILD ENGINE & a a ne complete sale set for 
=~ R PLANE =" Bonds: Price Price Yield | May 1, this yeal The 
I ih s pees Ss Amer. & For. Pwr. Deb. 5's, 2030... $109 $106 4.5% principal item in the 
called for redemption Intl. Tel. & Tel. Deb. 5's, 1955............. 105, 105 47 || portfolio was 304,600 
all of the outstanding Lehigh Coal & Nav. S. F. 3'/2's, 1970.. 105 1053.3 | shares of New York 
shares of its $2.50 N. Eng. Gas & Elec. Ass'n Deb. 5's, 1950 101 100! 4.9 | Central R.R. common 
cumulative preferred N. Pacific Ref. & Imp. 5's, C, 2047 110 105* 4.5 stock and by December 
stock. Payment will be Pittsb'gh & Wael Ve. tet 4i/h's, 1958-60 100 ~ @ 31, 1945, it had sold all 

wil J > DAt] f Southern Pacific Deb. 4!/)'s. 1981 110 110 4.1 LP: : 
spay on June 24th o but 26,000 shares of the 
$52.50 a share plus ac- Preferred Stocks: original block. The re- 
crued dividends of Assoc. Dry Goods $7 2nd Pfd. $147 N.C. 4.7% maining shares presum- 
$1.20, bringing the to- Baldwin Locootive $2.10 Pfd. 420 $400 5.00 | ably were sold during 
tal exemption price to Restor Gres. Cis (ON0: Per} Pid. ” oe | the first four months of 
$53.70 _ | Columbia Gas & Electric $6 Pfd. 110 110 5.4 RG AE ry 

(0 pe share. pia ae : this year. The com- 
olde f - r% urtis Publishing $4 Prior Pfd. 75 75 5.3 cs Of ; . 
olders o 11s pre- 1 pany’s 4% bonds of 

Stokely-Van Camp $1 Prior Pfd. 21%, 21 4.5 Gi 4 , 
ferred stock may con- 1953 have had a price 
vert each share of pre- * Not prior to July 1, 1052. N.C.—Not Callable. range this year of 

ferred stock into 14 | 10714 high; 10014 low; 














shares of the company’s 
common stock before 
the close of business June 24th. 


NEW PREFFERED STOCKS: ‘The market action of 
recent offerings of preferred stocks has been favor- 
able as eticued to by the following: Central Power 
& Light 4% preferred stock offered at 102°%4, now 
10644; Jacob Ruppert 412% preferred stock of- 
fered at 103°4 now 10814; Monongahela Power 
$4.40 preferred stock offered at 1031, now at 
110%; Sioux City Gas & Electric $3.90 preferred 
stock offered at 102, now 10614; Union Oil $3.75 
preferred stock offered at $100, now 106! 


CENTRAL MAINE POWER CO.: This company has 
called for redemption on June 24th, all of its out- 
standing Ist mortgage 314% bonds, series H, at 
10414 and accrued yolereet and $4,186,000 of its 
first mortgage 314% bonds, series J, at 105 and 
accrued interest. Payment is to be made at the of- 
fice of the Trustee, Old Colony Trust Co., Boston, 
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last 101. The issue is 
callable at 10714. 


BUSH TERMINAL BUILDING BONDS: ‘There has 
been considerable demand for this company’s first 
mortgage 5s of 1960 which carry an investment rat- 
ing of B. The price range this year has been: 
1081, ; low 103%4; last 108. ‘The yield to maturity 
4.26%. The demand for this issue undoubtedly is 
due to the large reduction in debt and interest re- 
quirements which the company accomplished with its 
war time earnings. At the end of 1945, the first 5s 
had been reduced to less than $5,100,000 and funds 
to be set aside this year for sinking fund payment 
will result in the reduction of the outstanding bal- 
ance to $4,500,000. Since 1937 the company has 
acquired some $3,500,000 of this issue. The issue, 
which is the only debt, originally was outstanding in 
the amount of $12,000,000. It is secured by a first 
lien on all properties of the company and by pledge 
of the stock of Bush House, Ltd. 


high 
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EDITORIAL: 
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ome: 


The Law of Compensation 


There is a secret of success which is often over- 
looked, but which operates unerringly. 
eternal Law of Compensation, and is present in 
every instance of personal and business achieve- 
ment. Influence, fate and circumstances may give 
great temporary advantages, but unless one gives 
of his best, he will fail to make the most of his 


opportunities. 


Sooner or later, we gain what we earn and reap 
The Law is immutable and can- 
not be evaded, neither can it be altered by any 
whim or fiat of man. Industry, honesty and per- 
severance may seem like outmoded virtues by the 


what we sow. 


false prophets of the 
day, but they are the 
elements which have 
made this Republic 
vreat. To substitute 
state paternalism for 
personal _ initiative, 
and stifle incentive 
is to invite certain 
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It is the civilizations crumbled. 


nation. 


disaster, for it was upon these fallacies that earlier 


This is the principle upon which the Universe 
is founded. It is perfect justice and the basis of 
harmony. It applies to nations and civilizations 
as well as to individuals and knows no discrimi- 
No one is too great or too small to escape 


its operations, whether for good or evil. 








e This Department is dedicated to serve men in building up a reserve 
through every known means that will create stability—bringing the com- 
forts and joys of life—and happiness. 

It's our contribution, too, toward the firming of the foundation of 
our economy so that we will retain our status as free men and women 
in a new world, 

To you, our subscribers, we extend an opportunity to assist in spread- 
ing this doctrine toward security and right thinking—in the schools and 
universities, and in your own homes and offices. 

We are happy to cooperate and serve. 


C. G. Wyckoff, Publisher. 








To keep giving of one’s best, to be constantly 
bettering one’s self is to prepare for greater and 
fuller opportunities to come. 
ways be apparent in the immediate scene; indeed, 
the immediate outlook may be seemingly discour- 


They may not al- 


aging, but one may 
take strength in the 
knowledge that ef- 
fort and productiv- 
ity are inevitably 
rewarded. The ac- 
counts we build up 
by patient industry 
over the years al- 
ways pay interest. 


THE MAGAZINE OF WALL STREET 







A 


king 
som 
ticl 
as ¢ 
thes 
is 1 
sub, 
mor 
they 
affa 
Kst 
is O 
mer 
tim 
be 

Hor 
tor? 
con 
adv 


I 
in} 
Lif 
Visi 
con 
dail 
pre 
mea 
Est 


JU! 


























‘lier 


erse 
; of 
ions 
mi- 
ape 


atly 
and 
al- 
sed, 
yur- 
nay 
the 
ef- 
tiv- 
bly 
ac- 
up 
try 
al- 
g 


EET 








Building Your 





Future Income TAXES 





THE 


FEDERAL 
ESTATE 


Tax 


By EDWIN A. MULLER 


MONG A NUMBER OF INQUIRIES from our readers 

have been some requesting information of one 
kind or another with regard to “inheritance taxes’’, 
sometimes called “death taxes”. In preceding ar- 
ticles we have dealt with various forms of insurance 
as contracts, and also discussed the tax treatment of 
these policies under varied circumstances. I feel it 
is important for our readers who are, or may be 
subject to both estate and income taxes to know 
more about basic tax principles, particularly so that 
they may act as a guide in taking care of their own 
affairs in a most satisfactory way. The Federal 
Kstate Tax, oft’times called the “inheritance tax’, 
is one which is levied by the United States Govern- 
ment on the transfer of property of a person at the 
time of his death. There is no set formula that can 
be set up with reference to the matter of taxes. 
However, it is suggested that a competent Tax At- 
torney, possibly accountant or Life Underwriter be 
consulted in order to obtain the most competent 
advice possible. 


Minimizing Estate Taxes 


It is a known fact that most people procrastinate 
in many things, such as the acquisition of adequate 
Life Insurance, making of a will and finally pro- 
vision for Estate Taxes. Since these involve matters 
contingent on death, such matters seem remote and 
daily problems of one kind or another are given 
precedence. However, such postponement only may 
mean costly and burdensome administration of one’s 
Estate later. Since every effort has, and is being 
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exerted by an individual to acquire and build an 
Estate it is his duty also to preserve as much of it 
as a net Estate of his heirs, particularly by mini- 
mizing Estate taxes, whenever this can be legally 
and consistently effected. 

In determining the value of the gross Estate of a 
decedent at the time of his death the following is in- 
cluded. (1) His interest in property of any kind. 
(2) Any interest in property of which he has made 
a transfer in contemplation of death, or to take 
effect in possession or enjoyment at or after death, 
and (3) proceeds of “Life Insurance” policies 
owned by decedent or on which he is paying 
premiums. 

A decedent’s interest in property includes, (a) 
the value of any joint property held by him and 
another and payable to the survivor, if said proper- 
ty originally belonged to decedent. If, however, the 
whole or part of the property originally belonged 
to the survivor, then the part shown to have origi- 
nally belonged to the survivor, is excluded. (b) The 
entire amount of any community property held by 
decedent and surviving spouse, except such part as 
was derived from compensation for personal serv- 
ices actually rendered by the surviving spouse, but 
in no case shall such community property interest 
included in decedent’s gross estate be less than the 
value of the community property over which he has 
testamentary disposition (that is distribution by 
means of a will), (c) the value of any property over 
which the decedent had a power of appointment. 


Determining Decedent's Estate 


The value of the net estate of a decendent is de- 
termined by deducting from the value of his gross 
estate, (a) an exemption of $60,000, (b) funeral 
and administration expenses, debts and taxes ac- 
crued before his death, which would not include 
estate or inheritance taxes nor income taxes on in- 
come received after his death, (c) the value of any 
bequests for public, charitable or religious uses (as 
defined in the law). (d) identifiable property which 
previously has been taxed as part of the estate of 
a person who died within five years prior to de- 
cedent’s death, or which was transferred to decedent 
by gift within five years prior to his death on which 
a gift tax was paid—this deduction is limited to the 
value which the property had for purposes of the 
prior estate tax or the value which was actually sub- 
ject to prior gift tax and cannot in any event ex- 
ceed the value of such property included in dece- 
dent’s gross estate, (e) a credit on account of any 
gift tax paid on any property of which the decedent 
made a gift, but which property is nevertheless in- 
cluded in his estate because the gift was in contem- 
plation of death. 
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F.H.A. PLAN 
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Photo by Press Association 
Investing in one's own home is a transaction requiring 
careful prior investigation to insure maximum satisfaction. 


cof | igh DOES THE F.H.A. PARTICIPATE in the G.I. 
home loan program?” This is another im- 
portant query raised by homeseeking Veterans. In 
this series of articles we have limited our discussion 
to the “single loans” advanced by lending institu- 
tions with the Veterans Administration guarantee 
(or insurance) protection. This single loan plan 
has been most popular in the rapidly expanding 
G.I. Home Loan Program. And, an attempt will 
be made to explain this preference over the FHA 
plan in the following paragraphs. 

In view of the fact that the F.H.A. plan offers the 
lender 100% insurance against loss, the Veteran un- 
doubtedly will be confronted to some extent with 
this plan while endeavoring to finance a home. ‘Two 
loans are involved . a first mortgage fully in- 
sured against loss by the Federal Housing Adminis- 
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tration plus a secondary loan fully guaranteed 
against loss by the Veterans Administration. Except 
for some extra work in processing, this plan is 
basically a very sound transaction for the lending 
institution. Both loans are advanced by the lender 
concurrently and both loans are fully protected for 
the lender’s benefit. 


There are, however, some disadvantages for the 
Veteran borrower. First, a higher monthly interest 
charge is payable. Although he may obtain an 
F.H.A. interest rate of 4%, the ex-G.I. also is re- 
sponsible for payment of a 4% of 1% insurance 
premium (to protect the lender) on the first mort- 
gage. The second loan, being a G.I. guaranteed 
loan, is limited to a maximum 4% interest charge. 
Accordingly, the former soldier would be paying 
about 414 % on the largest part of his debt. A G.I. 
borrower requiring 100% 
financing of a home (exist- 
ing construction for ex- 
ample) would be advanced 
an $8,000 first loan 
(F.H.A. insured) and a 
$2,000 second loan (Vet: 
erans Administration guar- 
anteed). The latter usually 
is considered “the substi- 
tute” for the customary 
20% cash down payment. 
Therefore, the mortgagor 
would be liable for a 444% 
charge on the $8,000 and 
only benefit by the 4% 
rate for the $2,000 loan. 


There also are disad- 
vantages under this “two 
loan plan” for the bor- 
rower in the amount of 
monthly carrying charges. 
This is a vital considera- 
tion as financial institutions 
find that most veterans 
need the most liberal re- 
payment terms. The difference of a comparatively 
few dollars in a monthly payment can cause dis- 
qualification for lack of adequate income to carry 
the payments and actually prevent the ex-G.I. from 
obtaining a home loan. On the basis of an example 
appearing in National Housing Agency literature 
which outlines a $10,000 F.H.A. loan repayment 
plan, we find a $10.32 spread between the F.H.A. 
(double loan plan) payment and the more common 
guarantee plan (single loan) monthly payment. 
The former is $63.12 and the latter is $52.80. Con- 
sidering present day living expenses, this is a serious 
gap. Former servicemen who utilized this plan are 
obligated for a monthly payment of $63.12 for 20 
years (covering both loans). This will retire the 
first loan at the expiration of the 20 year period. 
Then payments of $5.28 (Please turn to page 298) 
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Answers to.... 


INSURANCE 
INQUIRIES 


By The INSURANCE EDITOR 


Annuity and Contract Terms 


Insurance Editor: 

I have read your articles and answers to insurance inquiries 
with great interest and have found them very helpful. May I ask 
you to inform me on the following: 

(1) What would be my monthly income if I purchased a 
$10,000 annuity now, age 63, with the payments commencing as 
soon as the transaction has been consumated? What would be my 
income if the payments were deferred till I] am 65? What would 
be my income if I purchased the annuity at age 65, the payments 
to begin then? Please give me the figures on both the refund and 
non-refund basis. 

(2) In the January 19the issue you give a detailed example of 
conversion of life insurance into annuity, in which you show a 
different income depending on the number of years for which the 
payments would be guaranteed. The wording “for life guaran- 
teed at least for 10, 15, or 20 years” is not entirely clear to me. 
Does it mean that if the annuitant lived beyond the number of 
years specified in the contract for a certain monthly income he 
would receive no further payments, or do the words “at least” 
make it compulsory for the insurance company to continue the 
payments for a given length of time beyond the guaranteed 
years? Please confirm my understanding that this qualification 
of “for life’ is found only in annuities contracts converted from 
life insurance contracts and that the monthly income specified 
in an original single premium annuity contract is payable for the 
life of the annuitant, regardless of the age he attains. 

(3) 1 recently read an article “Legal Confiscation of Savings— 
The Actuarial Offensive Against Policyholders,” by E. Albert 
Gilbert, in the March issue of “Your Investments” on the Ma- 
honey bill, which seeks to amend the insurance law so as to re- 
duce the loan and cash surrender values, and should like very 
much to have your opinion on whether it would be legal for the 
msurance companies to withhold from the policyholder any 
monies accrued to the policy before the passage of this bill, if it 
should pass. It seems to me that this would be a breach of con- 
tract for which they could be sued and that no insurance legisla- 
tion that would confiscate any part of the earned reserve of a 
policy could be valid. j 

I shall greatly appreciate your giving me whatever information 
you can on these three pvuints. 

—J.T., Hayden, Ariz. 


ee respect to the questions asked in the first 
paragraph of your letter I would advise as fol- 
lows: A Single Premium payment of $10,000 
would purchase a monthly income of $50.30 for life 
without. refund or $41.00 monthly with refund con- 
tinuing the instalments to the beneficiary in event 
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death occurs before the purchase price has been re- 
turned, until the Company has paid out a total 


amount exactly equal to the purchase price. Like- 
wise a deposit of $10,000 with income to commence 
at age 65 would return $57.07 monthly without re- 
fund or $43.60 Monthly on a Cash Refund Basis, 
that is if death occurs before the purchase price is 
returned the company will pay the beneficiary the 
balance in a lump sum. 

You also ask what your income would be if the 
Annuity were purchased at age 65. This is difficult 
to state since any quotations made today may not 
hold when you attain age 65. Life Insurance Com- 
panies over the past few years have radically 
changed their rates. The only way to guarantee 
yourself a rate would be to establish the Annuity 
Contract today payable when you attain age 65, if 
that is the age at which,you wish income to com- 
mence. 

Answering the second paragraph of your letter 
the guaranteed period of ten, fifteen or twenty years 
mentioned in my article in the January 19th issue, 
simply means that the Company is obliged to pay 
income equivalent for at least ten, fifteen or twenty 
years whether the recipient lives or not. In other 
words, if a contract were established on the twenty 
year guaranteed basis, and the annuitant died at the 
end of ten years the Insurance Company still would 
be obliged to pay an additional ten years income to 
a named beneficiary. In any event, the income un- 
der the contract is payable at all times for the life 
of the annuitant regardless of age attained. 

Concerning the third paragraph of your letter it 
can generally be stated that contracts already in 
force are not subject to any modification retroac- 
tively. 


Annuity versus Endowment Program 


Insurance Editor: 

I was born March 23, 1878 therefore I am now 68 past. 

I am not to well trained in Financial Matters but I am wonder- 
ing if I could buy myself an endowment will say pay approx- 
imately $20,000 all at once and receive in return monthly or 
quarterly check for an even 20 years and even amount during 
these 20 years. For example I borrow $20,000 from Federal Land 
Bank, pay principal with interest semi-annually or annually 
always same amount during the life of my mortgage. 

Is this possible with any company? 

To me my plan would leave out the speculation of early or late 
death. 

It looks to me it would not matter whether I was only 20 or 
120 years young or old. I can see if not mistaken where it could 
simplify my Estate in case of early death. I don’t know if per- 
missible to point out companys with the best bargains. 

—A.V., Manistique, Mich. 


In studying the text of your letter I imagine that 
you are considering what is known as an Annuity 
Contract rather than an Endowment Contract, 
which is a Life Policy. 

At your present age 68 an Endowment Policy 
would not provide the benefits you are seeking. You 
can obtain with any one of a number of life insur- 
ance-companies a con. -{Please turn to page 307) 
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FOR 


PROFIT 


AND 


INCOME 


The Odds 

As we write this it looks as if 
the seasonal summer rise had al- 
ready got under way, beating the 
gun by taking off before the end 
of May. Industrial stock prices, 
measured by any of the daily av- 
erages or indexes, have bettered 
the previous high by a decisive 
margin. The rails act like a 
“confirmation” is imminent, 
which is all the Dow-Theory bulls 
have been waiting for. The end- 
of-May level in the Dow indus- 
trial average has been topped at 
some time in July or August in 
each of the last 15 years, and in 
42 out of the last 49 years. The 
7 exceptions occurred in_bear- 
market years. From this consist- 
ent record, the odds seem to favor 
speculation in the good old sum- 
mer time. 


Coming Back? 


The turnover on the New York 
Stock Exchange recently has ris- 
en to well above the 2-million- 
shares a day level; and a goodly 
number of low-price stocks are 
again making new _ bull-market 
highs. Is the general public— 
which before the February spill 
was showing more interest in 
stocks than at any time since 
1929 — again coming back in, 
with its nerve restored and appe- 
tite revived? It looks that way. 
Money, as plentiful as ever, is 
once more burning some pockets. 
Of course, there are no actually- 
cheap low-price stocks left in this 
fifth year of the bull market; but 
everything is relative, including 
the value of money, which is to 
say that among the dogs there 
are wide variations in quality. If 








Bangor & Aroostock RR. oo... 
NOD ssc incteneescnevscvisaiivsiopocesconten 
City Ico & Full ................scccsessereee 
Detroit Edison .................:cccccsssssssssssesesees 
Federal Light & Traction ...........0..00.0..... 
General Shoe 
Greyhound Corp. Sys. ........:.ccccccceeee 
McIntyre Porcupine Mines .................... 
Montgomery Ward  ...........::ccseceeseseeeees 
WIRE INES iss ooscssssavenasincsxsscoseni Wlocernsseeses 











Increases Shown in Recent Earnings Renorts 


Latest Year 

Period Ago 
4 mos. April 30 ................ $3.84 $2.57 
6 mos. April 30 20.0... 1.96 89 
4 mos. April 30 ................ 89 35 
12 mos. April 30 ........... . S38 1.04 
12 mos. March 3}. ............ 1.58 1.45 
6 mos. April 30 ................ 2.04 84 
March 31 quar. ................ 1.21 54 
Year March 31 ................ 3.12 2.95 
April 30 quar. ................. 2.57 83 
March 31 quar. ................ 42 Ay 
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the writer were buying low-price 
stocks — with your money — to- 
day’s choices (with fingers cross- 
ed and a prayer) would include 
Niagara Hudson Power, Colum- 
bia Gas & Electric, Federal Mo- 
tor Truck, Central Foundry and 
Sun Chemical. Don’t ask for 
something under $10 a share. All 
that’s left down there are the ex- 
treme mongrels, with the mange. 


Shifting Selectivity 


On balance, consumer-goods 
stocks are somewhat less in the 
limelight in the present renewed 
market rise than they had been 
previously, while heavy-industry 
stocks reflect improved demand. It 
is questionable whether the for- 
mer, in any number, have topped 
out for keeps. However, rotating 
leadership is a familiar bull-mar- 
ket phenomenon; and it was time 
to rotate. The light-industry 
groups, having been all the rage 
for months, could do with a rest- 
ing phase. Late May found the 
erstwhile laggards in steel, auto- 
motive lines, copper, rails and 
rail equipment in the stronger 
technical position. 


Some Choices 


Assuming that the new pattern 
of selectivity can continue for a 
time—perhaps for much of the 
remainder of the bull market—- 
some speculative choices of merit 
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would include (by no means ex- 
cusively) Allegheny Ludlum 
Steel, Bethlehem Steel, Byron 
Jackson, Ex-Cello-O, Stude- 
baker, American Car & Foundry, 
Lima Locomotive, Phelps Dodge, 
Southern Railway, Southern 
Pacific and the Milwaukee. 


Auto Accessories 

Earnings of auto accessory 
companies will be poor for the 
first half-year, but should rise 
sharply thereafter if labor—as 
well as the government and the 
public—gets sufficiently fed up 
with strikes to permit high pro- 
duction with fewer and shorter 
interruptions. The underlying 
economic fact is an unprece- 
dented need and demand for cars. 
It is impossible for us to believe 
that it will not be satisfied. It is 
hard—but not quite impossible— 
for us to believe that the makers 
will fail to make excellent profits, 
under present advanced OPA 
prices, once they get high vol- 
ume. Nor do we see much risk 
of a renewed squeeze, for the time 
has gone by when OPA could get 
away with ignoring wage boosts 
or other hiked-up costs. Some 
auto parts stocks had begun to 
reflect a quietly improving in- 
vestment and speculative demand 
even before last week’s general 
market upsurge. This depart- 
ment is partial to Borg-Warner, 
Briggs & Stratton, Electric Auto 
Lite and Thompson Products 
among the better-grade issues; 
and to Budd Wheel, Motor 
Wheel, Houdaille-Hershey and 
Motor Products among the more 
speculative equities. 


Don't Forget 


There are fat earnings this 
year in such lines as retail trade, 
textiles, chemicals, drugs and 
proprietary products, liquor, 
rubber goods, motion pictures, 
ete. Dividends have been raised 
in many cases and more increases 
are to come, but, by and large, 
directorates are not handing out 
the cash with exactly a lavish 
hand. Indeed, in light-industry 
generally the present ratio of 
dividends to earnings is much be- 


low that of such prewar years as 
1936-1937. That is absurdly so 
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in many retail trade situations. 
We could cite a number in which 
prevailing dividend rates are less 
than 25% of indicated current 
earning power. It would appear 
that the managements are overly 
conservative or doubt that high 
earnings will continue much _ be- 
yond this year. However, earn- 
ings at least big enough to pay 
dividends much above current 
rates can logically be anticipated 
for the duration of the general 
postwar boom, and the end of 
that certainly is not in sight. 
Consumer needs are too great, 
and consumer money too plenti- 
ful. Don’t forget, moreover, that 
managements may not have the 
final say on dividends. Under the 
prevailing tax law the Treasury 
has discretionary power to put a 
heavy penalty on undistributed 
profits if dividends appear un- 
duly low in ratio to such profits. 
We doubt that highly prosperous 
consumer-goods companies can 
“get away” with dividends as low 
as are now being paid in many 
instances. Application of the 
penalty tax, or anticipation of it, 
could force some radical dividend 
increases before this year is out. 
That is definitely a market con- 
sideration in debating the matter 
of selectivity, for stocks nearly 
always respond more dynami- 
cally to good dividends than to 
good undistributed earnings. 


Nevertheless 

Nevertheless the wisest atti- 
tude to take now toward con- 
sumer-goods stocks which have 
had a huge rise—and we are 
thinking most specifically of re- 
tail trade equities—is a matter of 


valid debate, far from one-sided. 
Present merchandising profit 
margins are “out of this world.” 
Some analysts are firmly con- 
vinced that these stocks, in the 
main, will see their bull-market 
highs this year, perhaps this 
summer. Others merely say “they 
are well along,” oppose new buy- 
ing but advise continued reten- 
tion. This column is in the posi- 
tion of having recommended 
many retail stocks at prices far 
under those now prevailing. It 
can not yet take a bearish view 
on any of them—but discretion 
is the better part of valor. Prob- 
ably a major part—maybe even 
the “cream”—of their maximum 
advance has been seen. Where 
there are big profits in a de- 
batable situation, what’s the mat- 
ter with taking down and salting 
away part of them? It might be 
a bit premature, but that is bet- 
ter than waiting too long and ex- 
pecting too much. It has been 
aptly said that a bull or bear 
might make market money but a 
hog will always lose. According- 
ly, this department now advises 
you to clinch a third to a half of 
the profits established on retail 
stocks heretofore bought on its 
suggestions and generally accur- 
ate earnings forecast. 


Farm Equipments 
Held back by strikes so far this 
year, volume and earnings in 


farm equipment should reach 
high levels during the second 


half-year. It is believed that the 
industry’s sales in the 1946-1947 
fiscal year may set a new record 
around $1 billion. On its cus- 
(Please turn to page 308) 





























Declines Shown in Recent Earnings Reports 

Latest Year 

Period Ago 
Addresso-Multigraph ................00.. 12 mos. April 30 $1.58 $1.63 
Anaconda Wire & Cable ............. March 31 quar. ................ 01 65 
California Packing ..........0.00.. Year Feb. 28 .. . 2.57 2.95 
El Paso Natural Gas ................ 12 mos. March 31 ............ 3.46 3.62 
General Amer. Transp. ................. March 31 quar. .........00... 7 80 
Hudson Motor Car o.ccccccccccccceeneee © March 31 quar... .09 .27 
Illinois Central R.R. Sys. oo... . mos. April 30... 1.31 4.86 
MT pele NE ood aE ds Ren ceastntcd nccesensssseapioneteries March 31 quar. ................ 46 .60 
LCCC, Se ee ee ers Peete rare March 31 quar. ................ 01 44 
Universal-Cyclops Steel .............c000 March 31 quar. ..............-. .28 44 
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The Personal Service Department of THe Macazine or Wai Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. . 


~ 


addressed envelope. 


envelope. 


ao fF Ww 


- Confine your requests to three listed securities at reasonable intervals. 
- No inquiry will be answered which does not enclose stamped, self- 


No inquiry will be answered which is mailed in our postpaid reply 


Special rates upon request for those requiring additional service. 





Virginia-Carolina Chemical, Pfd. 

Virginia-Carolina Chemical, Pfd., %s 
selling slightly below the cumulative ar- 
rears on this stock. It appears to me it 
has good speculative prospects. What is 
your opinion? 


—-C, B., Poughkeepsie, N. Y. 
Virginia - Carolina Chemical 
Corp. is about the fourth largest 
fertilizer producer. Around 80% 
of its sales are in the South and 
the principal customers are cot- 
ton and tobacco growers. Large 
phosphate rock deposits in Flor- 
ida are held in reserve. On May 
31, 1945, the company acquired 
by purchase for cash 99.335 % 
of the outstanding capital stock 
and all of the outstanding 6% 
convertible debentures of the 
Phosphate Mining Co., the total 
cash expenditure requiring $2,- 
845,068, all of which was sup- 
plied from the current working 
capital of the corporation. This 
acquisition of the Phosphate 
Mining Co. was to assure a con- 
tinuing and economical supply of 
phosphate rock, one of the most 
important fertilizer raw mater- 
ials. Most of the company’s 37 
plants, having a total annual 
capacity of 860,000 tons of fin- 
ished fertilizer, are scattered 
through the South, although 
plants in Indiana, Ohio and Illin- 
ois supply dealers in the Mid- 
western states. 
The acquisition of the securi- 
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ties of the Phosphate Mining Co. 
is reflected on a consolidated basis 
in the corporation’s consolidated 
balance sheet as of June 30, 
1945. The company showed a 
good financial condition at that 
time, with total current assets of 
$18,696,389 as compared with 
total current liabilities of $3,- 
454,637, a ratio of better than 5 
to 1. Cash and government se- 
curities totaled $9,760,145, and, 
alone, were nearly three times 
total current liabilities. In addi- 
tion to the $1,750,000 notes the 
company has 215,052 shares of 
% cumulative dividend partici- 
pating preferred stock outstand- 
ing entitled to $105 per share 
plus accumulated dividends in the 
event of voluntary dissolution or 
liquidation, and 486,122 shares 
of common stock. Total assets of 
company amounted to $33,385,- 
844. Net current assets after de- 
ducting total current liabilities 
and notes payable to banks, am- 
ounted to $13,500,000 equivalent 
to approximately $63 per share 
of preferred stock and does not 
give any effect to property, plant 
and equipment which, after re- 
serves for depletion and deprecia- 
tion is carried on the company’s 
balance sheet at $12,709,773. 
The company paid $3.00 on 
August 24, 1945 on account of 
arrears which on April 1946 am- 
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ounted to $94 a share. Improve- 
ment in profits for the fiscal year 
ending June 30, 1946, is expected 
from the $4.49 per share pre- 
ferred shown for the year ended 
June 30, 1945. Payment against 
arrears should be more liberal 
and a recapitulation may become 
feasible. 


For the year ended June 30, 
1945, provisions for the excess 
profit tax amounted to $1,228,- 
000, equivalent to $5.75 per share 
of preferred stock. With the el- 
imination of the excess profit tax 
on January Ist, plus the fact 
that sales are expected to rise 
sharply in the coming months, 
dividend requirements on the pre- 
ferred stock should be covered by 
a much better margin. The pre- 
ferred stock is listed on the New 
York Stock Exchange and _ re- 
cently sold at 90. Due to the im- 
proved outlook for earnings and 
the company’s strong working 
capital position, the preferred 
stock, while speculative, has pos- 
sibilities for further appreciation. 


Fairchild Engine & Airplane Corp. 


Will you give me some information on 
Fairchild Engine § Airplane Corp. as to 
earnings, financial position and outlook? 

—R. C., Albany, N. Y. 


Sales in 1945 for Fairchild’s 
Engine & Airplane Corp. totaled 


$41,831,481, compared with 
$93,212,963 in 1944. Net in- 


come for 1945, after $637,509 of 
Federal taxes less postwar re- 
funds, amounted to $688,034, 
equal to 34 cents a share on 1,- 
815,787 common shares. This 
compares with the 1944 net of 
$1,173,123 or $1.12 each on the 
1,042,735 common shares, and 
represents 1.6% of sales com- 
pared with 1.2% in 1944. 


The backlog of unfilled orders 
on March 31st, last, of $72,500,- 
000, com- (Turn to page 308) 
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Keeping Abreast of Industrial 
- and Company News - 


Penetrating the gloom engendered by labor and pricing problems throughout 
industry are refreshing indications that American business management still retains 
its characteristic resiliency in the face of all temporary obstacles. 


Such courageous forward planning was evident in the recent announcement of 
President T. H. Barton that Lion 0il Company has leased the huge Ozark Ordnance Works 
located near Eldorado, Arkansas on a long term basis. The leased plant is rated as one 
of the largest and most economical of its kind in the United States with an annual pro— 
ductive capacity of 165 thousand tons of ammonium nitrate and 90 thousand tons of 
anhydrous ammonia. 





Plans for enlarged participation in the growing demand for air transportation 
are materializing rapidly for Transcontinents1 & Western Air, Inc. This week President 
Jack Frye announces the sale of $10 million 5-year serial debentures to Equitable 
Life Assurance Society to finance the purchase of thirteen additional Constellation 
planes, bringing the total fleet now in service, or on order, to forty-eight. 





Thomas D. Jolly, Vice President of The Aluminum Company of America announces 
plans for a new $30 million rolling mill capable of producing more than 10 million 
pounds of wider sheet and plate annually than is now available anywhere. The mill, 
located in Davenport, Iowa, is designed to supply aluminum plate in sizes suitable for 
the growing demand of the shipbuilding industry for the light metal. 








The Kaiser Special, a new model‘automobile employing a conventional rear—wheel 
drive, is on the assembly lines of the Kaiser—Frazer Corp. according to Henry J. Kaiser, 
Chairman, and should be in volume production this summer. The previously introduced 
"Kaiser", a car with a front-wheel drive "will follow ata later date”. 











Investors soon will have a new vehicle for investing in the department store 
field. Walter Hoving, former president of Lord & Taylor has formed the Hoving Cor— 
poration with an authorized capital of 2 million shares of $1 par to own and operete 
well-known department and specialty stores throughout the United States. 








Orville S. Caesar has been elected president of Greyhound Corporation succeed— 
ing Ex—President C. BH. Wickman who now becomes chairman of the board. Of further in-— 
terest to stockholders is a proposed three-for—one splitup of the common stock to be 
voted upon at a special meeting called for July 9. 








Combined domestic and foreign demand for locomotives and parts is more than 
compensating for cancellation of war contracts in the case of American Locomotive 
Company. According to disclosures made by R. B. McColl, President, the company's 
present backlog of orders now exceeds $100 million or about three times the total of 
war contract cancellations last year. 








American Can Company expects to have terminated by June 30 the last of its war 
contracts which now involve less than one-half million of the $300 million of wartime 
manufactures undertaken by the parent company in addition to torpedo and ammunition 
container production in subsidiary plants. 
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Among some of the newer adaptions of the light metal magnesium are lighter and safer 
rungs for fireman's ladders, portable dock loading boards replacing the much heavier 
steel product, an automobile motor cooling fan of cast-magnesium embracing important 
power savings and push-button operated Pullman beds with lightweight magnesium 
frames. The Dow Chemical Company has cooperated in the design of many of these inno-— 
vations, , 


Cuban Sugar producers are agreeable to selling the next two crops to the United 
States at 3.67 1/2 cents a pound with some provision for an escape clause on the 1947 
crop to allow for any inflationary rise in the cost of American goods and commodities 
purchased by Cuba in this country. 





Holders of Brown-Forman Distillers Corp. common stock will find President W. L. 
Lyons Brown's announcement of a proposed 100% stock dividend pleasing in view of the 
company's intention to continue the 80 cents dividend as long as earnings justify. 
Stockholders will be asked to vote on the proposal on July 23. 


Budd Company, proposed successor through merger to Edward G. Budd Mfg. Co. and 
Budd Wheel Co. plans to increase its authorized common stock to 4 million shares from 
2.25 million and its long term debt by $5 million. Stockholders of record June 21 
will receive rights to subscribe to new common on a one for five basis. The new money 
will be used for plant expansion and working capital. 





Sometime in the middle of June stockholders of Allied Stores Corp. will receive 
subscription rights to new common stock on the basis of new share for each seven held. 
The issuance of 257,840 additional shares has already been authorized for the purpose. 





The affairs of Standard Gas & Electric Company moved nearer final settlement 
this week as 312,000 shares of its subsidiary California—Oregon Power Company were 
registered with the SEC for sale. The anticipated $12 million proceeds will be applied 
against bank loans as was done with the $9 million recently derived from the sale of 
Pacific Gas & Electric Company common. 








R. J. Cullen, chairman of International Paper Company has announced the com— 
pany's offer to exchange one share of Senior $4 Preferred Stock and 1/4 share of 
Common Stock for each share of 5% Cumulative Convertible Preferred stock. The offer 
expires July 1. : 





According to Ralph A. Parker, regional director of the Civilian Production 
Administration the construction industry has received another setback as a result of 
the adverse effect of the railroad and coal strikes. Mr. Parker advised the New York 
Building Congress that building authorizations in the New York area have been reduced 
to one-third of the mid-May rate, because of material shortages. 











General Instrument Corp. and Emerson Radio & Phonograph Corp. are to be merged 
into a new company to be known as Emerson Radio & Phonograph Corp. Capital of the new 
company will consist of 1,126,858 shares. Emerson shareholders will receive 1.6 shares 
for each share now held; and General Instrument holders will exchange share for share. 
The new stock is expected to maintain a 15 cent quarterly dividend rate. 











What looks like an interesting effect of the widespread strikes among suppliers 
of automobile parts and materials is the announced intention of General Motors Corpo-— 
ration to produce certain types of castings now unavailable from suppliers. Strikes 
in other industries have materially retarded automobile production in the opinion of 
Alfred P. Sloan, Jr., Chairman. 








The Hudson Motor Car Company is offering its stockholders the right to subscribe 
to 226,973 shares of new stock on the basis of one share for each seven shares held. 
The subscription rights, which permit purchase at $22 a share, expire June 2. 





Directors of Canada Dry Ginger Ale, Inc. have approved a plan to split the com 
mon stock three for one. Stockholders will meet July 17 to vote on the proposal, which 
provides for an increase in the number of shares authorized from 1 million to 3 million. 


292 THE MAGAZINE OF WALL STREET 























ed 


ve 


C. 


ed 


sy 


ed 


2S 


Ww 


rs 
oe 


be 








JE:8888 








it wELRES OER EES 
J mBBCSSSISTEIewneese: 





SUMMARY 


MONEY AND CREDIT—Commercial banking resources 
reached a new all-time high of $177.4 billion on Dec. 31, 
last year—more than twice the $85 billion reported at 
the end of 1940. Meanwhile bank capital accounts have 
increased only 27%, to $10.6 billion. Treasury will re- 
deem out of its cash holdings an additional $3,854,500,- 
400 of Government securities by June 15, thereby ef- 
fecting a total reduction of $10,212,500,000 in the Fed- 
eral gross debt since Mar. |, at an annual saving of 
$145,000,000 in interest. 


TRADE—Department store sales in week ended May || 
were 39°, ahead of last year, against cumulative increase 
of "only" 25%, for year to date. Public, however, is be- 
coming more choosey over quality and price. 


INDUSTRY—Two months of strikes have brought busi- 
ness activity down nearly 7%, to a level almost 10%, be- 
low last year at this time. In face of many obstacles, 
reconversion has made miraculous progress. March divi- 
dends 2.1% above last year. 


COMMODITIES—Commodity price indexes, spot and 
futures, reach new highs since 1926. Grain shipments 
far below last year. Government now holds only 15% of 
total cotton stocks, against 59% a year ago. Grain 
crops may exceed Government estimates. 

* * * 
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Two months of the soft coal strike, along with two 
brief railroad strikes and numerous lesser work stoppages, 
have caused a decline of nearly 7% in Business Activ- 
ity, down to a level almost 10% below last year at this 
time. For the month of May, this publication's index of 
business activity slumped to 159.3% of the 1935-9 av- 
erage, from 164.4 in April, showing a decline of nearly 
9% below May, 1945. On a per capita basis, our busi- 
ness index for May was 146.5% of the 1935-9 average, 
compared with 151.3 in April and 161.6 for May of 
last year. 

* * * 

Prior to the 1929-32 debacle, a recession of the pres- 
ent magnitude used to be characterized as a major 
business depression; but in these days of labor rule it is 
looked upon as a mere incident. 

* * * 

If there is anyone who thinks people are unduly 
alarmed over the present labor crisis fet him look at 
Department Store Sales for the week ended May I1, 
which were 39%, ahead of the like period last year, com- 
pared with a cumulative increase of "only" 25%, for 
the year to date. 

* * * 

Even Dividend Payments in March were 2.1% more 
liberal than a year earlier; but the catch here is that 
they were declared for the most part out of last year's 
earnings. 

owe 
In face of almost superhuman obstacles, Reconversion 


(Please turn to following page) 
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Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago. Harbor 

MILITARY EXPENDITURE (tf) $b May 22 0.43 0.48 1.87 0.43 (Continued from page 293) 

Cumulative from Mid-1940.............. May 22 335.9 335.5 280.1 14.3 in the United States has made miraculous prog- 

tess under our system of private enterprise. Up 

FEDERAL GROSS DEBT—$b May 22 272.4 272.4 236.9 55.2 to the time of the coal strike, production of 

non-durable goods had recovered almost to its 

MONEY SUPPLY—$b all-time peak; construction contracts had reached 

Demand Deposits—I0i Cities........ May 22 38.7 38.3 40.5 24.3 a new all-time high, with residential awards far 

Currency in Circulation.................. May 22 28.0 28.0 26.4 10.7 ahead of their 1925 peak; production of radios, 

laundry equipment, vacuum cleaners, shoes, tires, 
BANK DEBITS—13-Week Avge. men's shorts and wool suits, were near or above 
New York City—$b......0.0... ee May 22 7.33 7.43 6.29 3.92 the 1940-1 thi 5 Bait panne 
100 Other Cities—$b............-- May 22 ‘M6 bé 46 tet ee ene ee 
output of Newsprint in April was the largest 
f lik th in history. 
INCOME PAYMENTS—Sb (cd) Mar. mi ae ee eee ee 

Salaries & Wages (cd)................. Mar. 8.27 8.04 9.59 5.56 * * * 

Interest & Dividends (cd).............. Mar. 1.38 0.52 1.34 0.55 : , 

Farm Marketing Income (ag)........ Mar. 1.32 1.38 1.38 1.21 Production of automobiles, however, along 

Includ'g Govt. Payments (ag)........ Mar. 1.38 1.45 1.44 1.28 with sewing machines and refrigerators, has been 

greatly retarded by strikes or by shortages of 
CIVILIAN EMPLOYMENT (cb) m Apr. 54.6 53.0 52.8 52.6 key materials and parts—particularly lumber, tin 
Agricultural Employment (cb)........ Mar. 7.6 7.0 79 8.9 and usnalliwiolors: 
Employees, Manufacturing (Ib). Mar. 11.7 11.3 15.4 13.8 
Employees, Government (Ib)...... Mar. 5.5 5.4 6.0 4.6 * * & 
UNEMPLOYMENT (cb) m Apr. 2.3 2.7 0.7 3.4 The Treasury announces that it will redeem an 
additional $3,854,500,400 of Government securi- 
FACTORY EMPLOYMENT (ib4) Mar 127 122 166 147 “er oe a on a 
' t t 
DMN ROGUE ccsesecnencns nos Mar. = ©. 2 om ei hers: Anes ain i doc ee 
Non-Durable Goods .................060- Mar. 122 122 121 123 tion of $10,212,500,000 in the Federal Gross 
! Debt since Mar. |, and an annual savi f 
4 Mar. 232 210 342 198 ' annual saving o 
FACTORY PAYROLLS (tm) $145,000,000 in interest payments. On June I5, 
t i 2 
FACTORY HOURS & WAGES (ib) he Federal gross vongitincgs thus have been ” 
aa a 40.5 41.0 45.4 40.3 duced to about $269 billion, and the Treasury's 

Hourly Wage (cents) ................0- Arg poan pe =. le cash balance to around $15 billion. 

Dey WV BOB 1S) 5 cnc-.0s5-sass0sscerenssie ep: : ; ° : 

* * * 
PRICES—Wholesale (Ib2) May |8 110.9 110.1 105.8 92.2 A brief flurry in Government bonds was pro- 
EST ESTA a ee ano RRs Mar 143.4 142.7 139.6 116.2 duced since our last issue by a new Treasury 
regulation permitting commercial banks to pur- 
COST OF LIVING (Ib3) Mar. 130.2 129.6 126.8 110.2 chase a limited amount of restricted issues for 

TET ees Bete Tact Cane Mar. 140.1 139.6 135.9 113.1 trading purposes. In some measure this will 

Clothing _........... oe a is on aoe tend to compensate the banks for the recent 

ROM nn. eseesssssesescsssensesscsneesssnnnnneeces tm c : j i j withdrawal of the 2% preferential discount rate 

on Government securities. 
RETAIL TRADE $b gh ess 

Retail Store Sales (cd)................ Mar. 7.19 6.21 6.32 4.72 
Durable Goods ..........eccecceseeeeees Mar. 1.12 0.96 0.85 1.14 Banking R fall salUbank 
ea, le «ea SRN Mar. 6.07 5.25 5.47 3.58 anking Kesources of all commercia anks 

2 5 re ey Re Mar. 0.68 0.54 0.50 0.40 | in the U. S. reached a new high at $177.4 bil- 
Dep't Store Sales (mrb) .............. 

Retail Sales Credit, End Mo. (rb2) Mar. 2.88 2.52 2.40 5.46 lion on Dec. 31, 1945—more than twice the $85 

billion reported for the end of 1940. During the 

MANUFACTURERS’ same five-year period, total Deposits expanded 

New Orders (cd2)—Total ........... Mar. 192 186 252 181 to $165.6 billion, from $76 billion; but bank 
oe rae pee tities Mar. 203 182 351 221 capital accounts increased only $2.2 billion 

on-Durable Goods Mar. 185 189 192 157 i aie ‘ - . 

Shipment (cd2)—Total sti. 196 182 281 183 (27%) to $10.6 billion. Retail Prices, which 
Durable Goods ............... Mar. 180 152 382 220 have risen only 42% during the past five years, 
Non-Durable Goods Mar. 207 202 210 155 still have a long way to go to catch up with the 

109%, inflation in bank deposits. 
BUSINESS INVENTORIES, End Mo. * * * 

Rotel Md) Sb io... Mar. 27.5 27.0 26.7 26.7 Wier 
Manufacturers’ .ccccsccssnseeenenn Mar. 167 166 = 16.4 15.2 As usually happens, the demoralizing influence 
a = 4.3 “" 3.9 4.6 of war and its inflationary aftermath has atom- 

BD sss visieseccsnpcssinsecsn seca siess ar. 6.5 6. 6.4 cfs : cee nine hieti | : 

Dept. Store Stocks (sb) Mar. 17 71 157 139 ized society into an anarchistic conglomeration 











THE MAGAZINE OF WALL STREET 





_é | 


| 


Ol an. ae 


- 
i a 











; prog: 
se. Up 
ion of 
to its 
2ached 
‘ds far 
radios, 
. tires, 
above 
lerican 


argest 


along 
; been 
jes of 


or, tin 


2m an 
ecuri- 
educ- 
7ross 
ig of 
ie 15, 
in re- 


sury's 


asury 
pur- 
s for 
will 
ecent 
rate 


anks 
| bil- 
$85 
y the 
nded 
bank 
illion 
thich 
ears, 
1 the 


ence 
tom- 
ition 


Production and Transportation 
























































Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor 
ACTIVITY—i—pe May!8 146.0 147.6 161.5 141.8 ne 
age |—np.. ae wd 18 158.8 160.4 173.7 1465 | of Primitive Egos, each grasping for money and 
power without regard for the welfare of others. 
INDUSTRIAL PROD. (rb)—Ii—np Apr. 164 168 230 174 anaes 
SERB ciesv hcg sciseoystesconaktaeosakosascuesseey Apr. 103 138 140 133 : 
psoucs Beetle, Whe cases. pa 187 182 336 215 Speculation is rampant—not only in the black 
Non-Durable Goods, Mfr........ ........ Apr. 164 165 174 141 markets, but also in capital assets. Private resi- 
dences are changing hands at twice pre-war 
CARLOADINGS—t—Total May 18 pe ped = ps prices. Apartment houses are being bought and 
Manufactures & Miscellaneous... — 18 19 127 108 156 then resold piecemeal on a cooperative basis to 
Mdse. Le Ge Lesesssrssesseeneernsnneennn ons — 4\ 53 43 individual tenants at fabulous profit. Southern 
NENUINE ces sncesecostoccattcncenctscstsecetesntestecesates y dale mile’ tae tees abd to: Hae al 
ELEC. POWER Output (Kw.H.)m May!8 3,939 3,911 4,377 3,267 profits up to 1,500%, with expectations that 
they can be repurchased at no more than half 
— — ing _ - Mae : wa a a Ps the current sales price when the next depression 
umalative from Jan. I..........0. ss 
a’ o ee Mar. 585 51.2 45.5 61.8 | Somes are 
PETROLEUM—(bbis.) m Prices of Farm Acreage have risen 69%, on 
Crude Output, Daily................c0 May 18 4.8 4.7 4.9 4.1 an average, since 1939, compared with only 65% 
MROSOURO SUGGKS: ..siscdesesveesessseensecssesss May /8 97 98 89 88 in the six years between 1914 and 1920. The 
Fuel Oil Stocks. i May 18 42 4l 39 94 advance in farm prices per acre ranges from 
Heating Oil Stocks..............cesee May 18 32 32 30 55 20%, le Mamechnette 40 108%, fo Montes. tn 
LUMBER, Prod. (bd. ft.) m May 18 461 452 529 632 the 1914-20 boom the range was from 22% in 
Stocks, End. Mo. (bd. ff.) b.......... Apr. 2.4 2.3 3.1 12.6 | Montana to 128% in South Carolina. However, 
PROD. ( , — re a ; as the present inflationary rise started from ‘a 
STEEL INGOT PROD. (st.) m pr. : . : al oe ee oer 
b price level than the spurt after world war 
Cumulative from Jan. I........... 0. Apr. 17.6 11.8 28.9 74.7 1, ends Geen aw anne ae 
ENGINEERING CONSTRUCTION below the 1920 peak—ranging from 62% below 
AWARDS (en) $m May 23 104 138 35 94 in North Dakota to 30% above in California. 
Cumulative from Jan. I... May 23 = 2,005 1,901 664 5,692 aos eC 
MISCELLANEOUS Labor dictators are competing with each other 
Paperboard, New Orders (st)t...... May 18 159 156 126 165 for power, in utter contempt for the public. The 
U. S. Newsprint Consumption (st) | Apr. 365 377 290 352 end can only be State Socialism, unless the public 
Do., Stocks, End WAG ae eects Apr. 355 357 445 523 brings overwhelming pressure upon Congress to 
— rag oA (tax gals.)m.. _ — = . “s Restore Democracy to America. 
lo., Domestic Sales .................... : : ‘ : ; 
Bo., Stocks, End Mo....:...........:...: Mar. 365 359 325 506 








ag—Agriculture Dep't. b—Billions. 


cb—Census Bureau. 
cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. 
1935-9—100. Ib—Labor Bureau. !b2—Labor Bureou, 1926—100. 


cd—Commerce Dep't. 


cd2—Commerce Dep't. Avge. Month 1939—100. 
en—Engineering News-Record. I—Seasonably adjusted Index. 
Ib3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. lt—Long 


tons. m—Millions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Streeet, using Federal Reserve Board data. np— 
rb—Federal Reserve Board. rb2—Federal Reserve Board, instal- 


Without compensation for population growth. 


ment and Charge accounts. st—Short tons. 


pc—Per capita basis. 
t—Thousands. 


t{—Treasury and Reconstruction Finance Corp. 
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No. of 1946 Ind (Nov. 14, 1936, Cl.—100) High Low May 18 May 25 
Issues (1925 Close—100) High Low May!8 May 25 100 HIGH PRICED STOCKS 110.40 97.62 108.19 110.40Y 
300 COMBINED AVERAGE.... 187.0 164.5 182.9 187.0Z 100 LOW PRICED STOCKS.. 247.97. 202.59 231.77 237.02 
4 Agricultural Implements .. 250.9 204.9 234.8 250.9H 6 Investment Trusts ............ 83.9 70.0 81.7 83.9P 
11 Aircraft (1927 Cl—100).. 284.4 229.7 234.9 241.7 3 Liquor (1927 Cl.—100)..1268.5 1000.2 1235.0 1268.5Z 
6 Air Lines (1934 C]_—100)..1208.6 1023.4 1023.42 1036.8 8 Machinery ..........0.0.0.0....... 206.4 181.6 194.4 200.5 
5 Amusements. .............c00006 218.6 143.7 212.6 208.8 S Maw Cede axcsccsccscscc. 206.3 140.3 195.6 196.1 
15 Automobile Accessories .. 336.2 281.6 290.6 302.5 3 Meat Packing .................. 129.1 111.4 122.3 129.1Z 
11 Automobiles ...............005. 62.2 53.5 54.2 55.9 13 Metals, non-Ferrous ...... 299.7 232.1 257.3 263.8 
3 Baking (1926 Cl.—100).... 26.0 21.1 22.5 22.8 Me RN aco ccc eras saesgescncecnscenn 44.0 32.7 41.6 42.4 
3 Business Machines ............ 346.4 286.1 337.4 341.9 ZF POHONOUIY <.ccisci cies cctsncsnces 222.9 175.1 218.4 222.9Z 
2 Bus Lines (1926 Cl—i00) 224.3 176.3 219.3 224.3Z 20 Public Utilities .............. 161.6 131.2 155.9 161.6P 
AGRONUEMNE  csccccsssecccigetiornens 286.9 238.3 284.0 286.9R 5 Radio (1927 Cl.—100).. 42.0 33.4 33.8 34.4 
2 Goal “WANING ~ssccvecsscsssienss 32.4 26.4 28.9 28.4 8 Railroad Equipment ...... 110.6 94.8 96.7 101.9 
4 Communication ................ 99.7 82.0 83.5 84.4 ZEPWAINGEOR, .Sitasiincsencdcscts 40.8 34.5 35.8 37.8 
PS CONSHUCTION ..5c..-cccerssecsenses 82.0 67.9 81.4 81.8 Eo yer teene laa eee 56.7 39.1 43.4 42.6 
DT CRAONG. ov vocscccssccccscccnsecs 447.4 384.8 427.8 435.2 2 Shipbuilding .............0.... 178.8 122.5 155.6 156.8 
8 Copper & Brass ................ 141.8 108.7 128.7 132.2 Se CL 621.9 567.9 607.2 621.9Z 
2 Dairy Products ............... 81.5 64.6 78.7 78.0 OZ Steel Straw ..06..500055.:.. 145.6 119.1 135.1 142.1 
5 Department Stores .......... 132.9 89.7 126.9 130.4 MOSES Fac ccdes tare scckuscctosesodseans 88.9 75.7 81.8 82.6 
5 Drugs & Toilet Articles... 277.4 194.8 273.6 269.0 PP SOMA ME ocscs sc crireccnisecey 285.1 241.7 275.4 285.1R 
2 Finance Companies .......... 313.9 268.9 303.7 309.4 a ORM oe scx cciceseeees 188.4 126.7 179.0 188.4Z 
7 Food Brands ..............00 236.4 205.5 ‘229.9 230.5 3 Tires & Rubber ........... . 519 42.5 49.4 48.5 
DURGOd) TStOEOE: \o50cicn<cessiesseeesee 99.4 73.8 98.4 99.49 SNC fos ceiccsesecocrcncenss 99.6 86.8 98.6 98.6 
SUPT i ci.iiiscevsccssckocbeansats 118.6 105.2 115.7 118.5 2 Variety Stores .................. 396.8 318.5 396.8Z 394.7 
3 Gold Mining .............00 1346.1 1093.7. 1103.2 1093.7 18 Unclassified (1945Cl—100) 115.0 98.2 113.8 115.0A 
New HIGH since: A—1945; A—I937; P—1931; O—1930; R—1929; Y—Nov. 14, 1936. Z—New all-time HIGH. a—New LOW since 1945. 
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Trend of Commodities 





In our last issue we stated that the Dow-Jones futures 
index was in new high ground. This did not show up on the 
chart, since they have not yet shifted to the new contracts. 
As soon as this is done, the index will be sharply higher. We 
are now of the opinion that current prices mark the highest 
point that will be registered during the next four months. 
Grain prices are selling at or near the new ceilings, so we 
cannot have any further advance in this group. Cotton 
futures are not restricted by ceilings, but they are about 3c 
a pound above full parity. The new crop season for all agri- 
cultural products will be under way shortly and this should 
result in some hedge pressure. 

The spot commodity index is in new high ground. Import 
commodities which had remained unchanged for several 
weeks advanced more than a point. The weekly index of the 
Bureau of Labor Statistics crossed the |11 level and, as we 
stated before, is headed for the 1920 peak. An important 


feature in the index this week is the sharp advance in farm 
prices, due to the increase in the grain ceilings. The spread 
between farm prices and industrial commodity prices, which 
was already abnormally wide, has widened further. It now 
appears certain that the peak of this spread is being seen 
and that some correction will be witnessed in the next 90 
days. 

The Administration has failed to take any positive action 
to halt the upward spiral in commodity prices. The coal 
strike and the railroad strike have set the recovery back at 
least 60 days. The Senate took some favorable action in 
cutting the subsidy funds in half, but this will be reflected 
primarily in still higher prices for foods. Production and 
only production can keep prices from advancing up to the 
1920 peak. There will be no major reversal in trend during 
1946. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2 Wk. | Mo. 3 Mo.6& Mo. | Yr. Dec. 6 
May 25 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities ........ 193.1 190.2 190.0 188.3 187.0 183.8 156.9 
11 Import Commodities .... 171.9 170.7 170.7 170.7 168.9 169.0 157.5 
17 Domestic Commodities.. 208.2 204.0 204.0 200.7 199.7 194.1 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6. 1941—85.0 


1946 1945 1944 1943 1941 1939 1938 1937 
PA i sovcsesssests 101.1 95.8 945 92.9 85.7 783 658 93.8 
93.6 91.8 89.3 74.3 61.6 57.5 64.7 


DO csinsicses 95.5 





Date 2 Wk. i Mo. 3 Mo.6Mo. | Yr. Dec. 6 
May 25 Ago Ago Ago Ago Ago 194! 
7 Domestic Agricultural... 251.8 239.6 239.4 235.4 232.4 228.8 163.9 











AZORES ssscscscescscincsesessen 222.8 216.6 216.3 214.9 212.9 209.7 169.2 
16 Raw Industrials .............. 173.3 172.4 172.5 170.4 169.4 166.4 148.2 
COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 
1946 1945 1944 1943 1941 1939 1938 1937 


ee 110.37 106.41 98.13 96.57 84.60 64.67 54.95 82.44 
ROW | arastsseatts 104.21 93.90 92.44 88.45 55.45 46.59 45.03 52.03 
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COMMODITY HIGHLIGHTS 


COCOA ... The cocoa outlook is favorable for the near term, but unfavorable 
for the long term. Arrivals of cocoa for the month of May were fairly large and 
for the five months to date were above the same period a year ago. Con- 
sumption in some lines will be curtailed because of alidins and inability to obtain 
other ingredients. Thus the supply and demand are in fair balance. 

Imports for the second half of the year are likely to be below last year's 
level, due to the prolonged lack of new offerings from producing countries. 
European countries are reported to be paying almost 3 cents a pound above 
ceiling prices prevailing in this country. the European demand will be larger 
later in the year. Thus imports into the United States will be very small unless 
ceilings are raised. The Government is slow to act and the situation will have 
to get much worse before we can expect any action. 





LEAD ... Of all metals the outlook for lead supplies is the least encouraging. 
The domestic demand is very great, due to need for articles not produced during 
the war. The supply is very short, not only for domestic lead, but also for 
foreign. As the situation stands now, it will probably get much worse before it 
gets better. 

Domestic mine production averaged annually 664,000 tons in the 1925-29 
period. In 1942 when war demand was at its peak and when the premium _— 
plan was in operation, the output was only 496,000 tons. Production declined 
progressively in the next few years and totaled only 388,000 tons last year. The 
steady decline in production has been due to a depletion of reserves, although 
strikes within and outside of the industry have been more important recently. 

The curtailment in domestic production in recent years has been more than 
offset by an increase in imports. The 1941-45 yearly average was 276,000 tons 
of refined lead, a figure far above the pre-war average. Large tonnages were 
received from Mexico, Peru, Australia, and Canada. 

The outlook is not favorable. Domestic production is still sharply curtailed 
by strikes. Consumption has been greater than the new supply in the past few 
years, so that stocks have been reduced to a minimum. Business recovery in 
Europe is now well under way and the demand for lead will be greater. World 
shipments which flowed to our shores during the war will now go to Europe. The 
solution to the problem is substitution, but this is a slow process. Only minor 
changes can be made because the chemical qualities of lead are not found in 
many other metals. 


CORN PRODUCTS... When the corn bonus plan was first announced, there 
were reports that the entire amount would be exported to Europe. Secretary 
Anderson then stated that only a small part of the receipts would be exported, 
the balance to be turned over to the wet corn processing industry. The bonus 
plan, calling for a 30c a bushel extra to be paid * the Government, was halted 
and replaced by a 25c a bushel increase in ceiling price. It is now reported 
that the entire 32 million bushel purchase will be diverted to Europe for relief. 
The industry will be asked to process 20% of this amount. 


It now appears that the corn refining industry will follow in the footsteps 
of the flour milling industry and gradually reduce operations until they are shut 
down completely. This will soon reduce the supply of many food items already 
on the scarcity list. Corn sugar and syrup have ies supplementing the short 
cane sugar supply. Corn oil has been more important this year in view of the 
tight supply situation in all fats and oils. Breakfast foods will be reduced. Corn 
starch will disappear. 


Almost every large industry in the country will be affected if the corn 
processing industry shuts down. Starch is perhaps the most important indus- 
trial item turned out by the corn industry. Its most important use is in the 
cotton textile industry. It is a leading item in the paper products industry, for 
containers, envelopes, wrappers, magazines and books. Corn starch is necessary 
in adhesives. Labels, sealing compounds, and paper laminates are only a few of 
the important uses. 

When can we expect some relief? It could come immediately, if the Gov- 
ernment sees the error of its ways and turns some of its corn holdings back to 
the industry. If it does not, there will be no relief until November when the 
new crop movement gets under way. The feeding ratios are very unfavorable 


_ this year and it appears likely that more corn from the new crop will move into 


commercial channels than at any time in the past five years. 
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SCHENLEY DISTILLERS CORPORATION 


NOTE—From time to time, in this 
space, there will appear an advertise- 
ment which we hope will be of interest 
to our fellow Americans. This is num- 
ber 129 of a series. 

SCHENLEY DISTILLERS CORP. 


Recommended Reading 


By MARK MERIT 


To those well meaning folk who are 
laboring so zealously to bring back a 
repetition of what turned out to be the 
most lawless period in our history— 
the era of Prohibition—this recorder 
recommends some current reading. 
These good folk really mean to make 
this country dry—and they mean 
DRY! So they direct attacks to a pres- 
ent legal industry voted into existence 
by the People—believing that if they 
can destroy the legal producers of alco- 
holic beverages, they will attain their 
objective. 

Well, we recommend, first of all, 
that these advocates of a “dry” United 
States, visit the three states, Missis- 
sippi, Oklahoma and Kansas, which 
are legally dry now. They can get a 
good sample there, and when we say 
sample, we’re not trying to be funny. 
Having done this, we recommend some 
reading which bears directly on exist- 
ing conditions in “dry” areas—like the 
following excerpts from local news- 
papers. For instance: Article written, 
recently, by George Beebe, State Edi- 
tor of the Miami, Florida Herald. We 
quote: “The dryness of a Florida dry 
county is purely mythical. I have just 
visited my first two dry counties—Polk 
and Highlands—and found them un- 
satisfactorily wet.” 

An then there is the Macon (Ga.) 
TELEGRAPH. On November 28th, 
1945, this newspaper reported that 
“bootleggers pay for black market 
sugar as high as 50c a pound.” In the 
Atlanta (Ga.) CONSTITUTION we 
note that high school boys are “being 
recruited to meet the bootleggers out- 
side the city limits and direct the cars 
to designated addresses. The youths 
are being paid at the rate of $15.00 
for each delivery.” The Columbus 
(Ga.) ENQUIRER (October 13th, 
1945): “Many who forsook their mash 
and stills for welding arcs and car- 
penter’s tools, are returning to ‘their 
first love’ now that the war is over.” 

It seems that Georgia has proven 
“the best hunting ground” for Federal 
revenue agents, according to the Staun- 
ton (Va.) LEADER of February 13th, 
1946, yielding 1645 moonshine distil- 
lers; the other states topping 1000. are 
No. Carolina, with 1385; and So. Caro- 
lina, with 1158. And then we note in 
the Jackson (Miss.) NEWS of March 
14th, 1946, that juries invariably 
“turn out those apprehended for illicit 
distilling and sale of the product.” 

Space does not permit us to give our 
readers more of the same, todav. This 
is just a nibble—there’s so much more 
recommended reading for those who 
find the subject important and reveal- 
ing. 


FREE—Send a postcard to MARK MERIT 
OF SCHENTEY DISTILLERS CORP., Dent. 
15A, 350 Fifth Avenue, N. Y. 1, N. Y., 
and uou will receive a 96 page book 
containing illustrated reprints of 
earlier articles. 
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If you are looking for a career, 
your Bell Telephone Company 
may have exactly what you 
want—work that’s interesting, 
important and pleasant. 


Right now in many places 
Bell Companies need young 
women to help meet the 
demand for telephone service. 


BELL TELEPHONE SYSTEM 





The F.H.A. Plan for G.I.'s 





(Continued from page 286) 


per thousand, or $10.56, will be 
payable for an additional five 
years to complete the $2,000 
secondary loan repayment. 

It is natural for the Veteran to 


298 





Wages and working conditions, 
good. Associates, friendly. 
Annual vacations with pay. 
Benefit payments. Attractive 
openings of many kinds. 

Ask the nearest Bell Telephone 
employment office to tell 

you what opportunities 

there are in your community. 











ask: “How do I benefit from the 
F.H.A. plan — I have larger 
monthly payments and I’m sub- 
ject to a higher monthly interest 
charge?” The F.H.A. responds 
to the effect that the former 
soldier benefits by the F.H.A. ap- 
proved standards for construc- 
tion and by their approval of the 
neighborhood. Their inspections 


tHE 





and appraisals are important to 
consider. However, a conserva- 
tive lender operating under the 
“single loan plan” offers the bor- 
rower comparable protection in 
processing the loan. 

In the matter of the “higher 
interest cost,” there is some op- 
portunity for the Veteran to re- 
claim part of the 14 of 1% paid 
to protect the lender. This money 
is allocated to the F.H.A.’s 
mutual insurance fund for the 
protection of lending institutions 
who utilize their Joan insurance 
system. If the loss experience :s 
favorable in the group to which 
your mortgage is assigned for in- 
surance risk, you may receive a 
refund of part of your insurance 
premium outlay. This is depend- 
ent on economic conditions and 
no guarantee of a refund may be 
promised to the borrower. 


Double Loan Plan 


The double loan plan involving 
the F.H.A. first mortgage does 
offer the former soldier some ad- 
vantages in conserving his guar- 
antee. In the example of com- 
plete financing amounting to 
$10,000, a guarantee of $4,000 
might be asked by the lender on 
the “single loan” plan. This 
would erase the possibility of ad- 
ditional G.I. real estate or busi- 
ness loans for the applicant. 
However, the $2,000 secondary 
loan issued on the F.H.A. plan 
would require only that amount 
of guarantee. This would leave 
$2,000 of guarantee available for 
another real estate home loan if 
it proved necessary. Or, it would 
permit a $1,000 guarantee to be 
used for a non-real estate loan. 
The “double loan” plan offers 
these advantages for the Veteran 
who desires to conserve his guar- 
antee privileges. 

Being easier to process with 
less delay for loan approval and 
offering more economical repay- 
ment terms, the “signal loan” 
plan (guaranteed or insured) is 
proving most popular with lender 
and borrower alike. The lender 
has less “red tape.” The bor- 
rower’s home loan is approved 
faster and he receives the most 
convenient terms. At this point, 
the single loan plan with Vet- 
erans Administration guarantee 
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up to $4,000 has proved to be the 
best home loan bargain for the 
Veteran under the G.I. Bill of 
Rights. 





Evaluating Recent and 
Potential Split-Ups 





(Continued from page 277) 


have had the benefit of substan- 
tial expansion in earnings in- 
clude amusements, advertising, 
retail stores and liquors. It is 
questionable whether most com- 
panies in these ordinarily prosaic 
industries can hold more than a 
small part of gains resulting 
chiefly from ending of wartime 
taxes. On the basis of recent re- 
sults, earnings of several promi- 
nent department store organiza- 
tions have been estimated at the 
annual rate of $6 to $8 a share. 
When it is remembered that such 
earnings are four to five times 
normal experience, it is not 
strange that cautious investors 
are inclined to feel wary toward 
split ups in such cases. Whiskey 
distillers also are making phe- 
nomenal profits from relatively 
low inventories. No one in the 
industry feels that prevailing 
conditions are likely to become 
permanent. Overproduction and 
keen competition have character- 
tized the distilling industry and 
it would seem rash to think that 
these usually adverse factors have 
disappeared forever. Neverthe- 
less, the high prices of popular 
liquor stocks point to a possibili- 
ty of further splits. National 
Distillers and Distillers Corpora- 
tion-Seagrams have taken steps 
to divide their share into smaller 
fractions. Stockholders at special 
meetings in the next few weeks 
are expected to uphold decisions 
of directors to split Distillers- 
Seagrams stock on a five-for-one 
basis and National Distillers on 
a three-for-one ratio. It seems 
apparent that this action is de- 
signed to permit increases in 
dividends without attracting too 
much attention. 

Airlines and textiles represent 
other industries which have ex- 
perienced unusually favorable re- 
sults in recent years. Hence, it 
is not surprising that companies 
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Research Man with a Loose Foot 


The Armco research man is always on 
the move—visiting designers and man- 
ufacturers of buses, streamlined trains 
and planes, television equipment, and 
other steel products for homes, farms, 
and industry. He works right beside 
the men who make the products. 

Knowledge gained this way helps 
Armco tailor a sheet stecl to a partic- 
ular need—to route scores of different 
orders through the mill departments 
for individualized processing. 

Out of this teamwork between 
Armco and the manufacturer have 
come many ideas for improving fabri- 
cating methods and cutting the man- 
ufacturer’s costs. Back of the Armco 


The American Rolling Mill Company 





Special-Purpose 





in these groups have followed the 
customary pattern. American 
Air Lines, Eastern, Pan Ameri- 
can and others have effected 
splits in recognition of exception- 
al growth. In the textile field, 
United Merchants & Manufac- 
turers, Industrial Rayon, Bur- 
lington Mills, Pacific Miils, Tex- 
tron and other smaller concerns 
have joined the split parade. 
Celanese Corporation has _ been 
mentioned as a likely candidate 
in view of the fact that earnings 





research man stand the great, modern 
laboratories of The American Rolling 
Mill Company. These laboratories, 
begun 45 years ago, give Armco the 
oldest and largest research organiza- 
tion in the field of special-purpose flat- 
rolled steels. 

The days ahead will bring even 
greater demand for versatile sheet 
steels. Armco research, working 
closely with the men planning new 
products, can be counted on to de- 
velop the special sheet steels to do the 
job—and do it best. The American 
Rolling Mill Company, 1091 Curtis 
Street, Middletown, Ohio. Export: 
The Armco International Corp. 


Ty, 


Sheet Steels 








have shown steady improvement 
and the price of the shares have 
reached a level which may seem 
to warrant consideration of a 
split. 

As in the case of drugs, it 
seems quite possible that rayon 
companies may be able to main- 
tain earnings on a permanently 
higher plane. This then would 
seem to justify more liberal ap- 
praisal of equities. 

Other companies which have 
gained popularity recently in 
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MINING STOCKS 


Outlook for Copper, Silver, 
Lead, Zinc Issues? 


BS 8 foienig higher metal prices a 


near-term prospect, what is 
the outlook for stocks in the im- 
portant non-ferrous metals group? 
Current UNITED Report reviews 
this industry and presents analyses 
and chart studies of the following 
12 active metal stocks: 


Molybdenum Corp. 
Bunker H. & Sull. 
Phelps Dodge Cons. Mining & S. 
Howe Sound St. Joseph Lead 
Amer. Metal Am. Smelt. & Ref. 
Alumi’m Co. Intern’! Nickel 


Every investor interested in 
mining stocks should have a copy 
of this timely report. 


Send for Bulletin MW-33 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ r: Boston 16, Mass. 


Anaconda 
Kennecott 














C.1.T. FINANCIAL CORPORATION 


formerly 
Trust Corporation 





Ce cial Inv 


Common Stock  1v1dend 


A quarterly dividend of 50 cents per share in 
cash has been declared on the Common Stock 
of C. l. T. FINANCIAL CORPORATION, 
payable July 1, 1946, to stockholders of record 
at the close of business june 10, 1946. The 
transfer books will not close. Checks will be 


mailed. 
JOHN |. SNYDER, Treasurer. 


May 23, 1946. 








anticipation of favorable action 
along this line include: American 
Safety Razor, Chrysler, Cunning- 
ham Drug Stores, Ekco Prod- 
ucts, Grand Union Company, 
Lambert, Montgomery Ward, 
National Oil Products Company, 
Southeastern Greyhound, United 
Biscuit and Yale & Towne. The 
prospect of price appreciation in 
connection with stock splits has 
had the usual effect of stimu- 
lating speculative interest in 
these issues. 

The trend toward splits may 
be moderated for a time under 
more careful scrutiny by the 
Stock Exchange. Exchange au- 
thorities recognize the necessity 
for sub-division of capitalization 
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in the case of many small growth 
concerns, however, and where 
economics justify favorable ac- 
tion, the Exchange undoubtedly 
would approve split proposals. 
Obviously authorities, on the 
other hand, would frown upon 
action which seemed designed 
chiefly to stimulate speculative 
activity and to permit distribu- 
tion of stock by insiders. 

Lowering prices of shares 
through the medium of splits 
usually simplifies the distribution 
of stocks to the public. In past 
periods of speculative enthusi- 
asm, the practice of split-ups has 
been looked upon with skepticism 
by experienced investors. It may 
be a bit early to become alarmed 
over this phenomenon, but in 
years to come, it would not be 
strange if adverse economic con- 
ditions brought about numerous 
“reverse split-ups.” Accordingly, 
the cautious investor will do well 
to weigh probable permanence of 
higher earning power of com- 
panies currently authorizing 
capital split-ups. 





Growing Importance of the 
Natural Gas Industry 





(Continued from page 279) 


major boon. 

In competing with coal and 
petroleum as fuels, natural gas, 
for mechanical reasons, is limited 
to markets where the use is sta- 
tionary, for in marine or surface 
transportation its use is imprac- 
tical to date. In all cases, of 
course, price will be the determin- 
ant factor, but here the distribu- 
tors face a less encouraging fac- 
tor in the Federal Power Com- 
mission, which fixes wholesale 
rates the distributors may charge 
for gas crossing State boun- 
daries. As these rates are gen- 
erally based upon capital values 
rather than volume, earnings of 
the industry are not likely to 
keep pace with prospective sales 
growth. Net profits, on the other 
hand, while subject to cyclical in- 
fluences at times when industrial 
sales shrink, are relatively stabil- 
ized by small variance in sales of 
gas for household consumption. 


THE 





In the 1929-32 period, for ex- 
ample, dollar sales to industry 
fell by 37% against a decline of 
only 414% to domestic con- 
sumers. As profit margins on the 
latter class of business are wider 
than on industrial sales, net earn- 
ings are fairly dependable at all 
times, a characteristic enhanced 
by a consistent record of secular 
growth in sales. 


Selected Gas Producers 


Competition in the industry is 
naturally somewhat restricted by 
the ability of this or that natural 
gas producer to reach distant 
markets, except where sales are 
made to close at hand localities or 
to makers of carbon black. For 
this reason shares of American 
Light and Traction carry some 
speculative appeal because 
through one of its subsidiaries it 
expects to spend some $70 mil- 
lion dollars for a 1200 mile 
pipeline to reach from Oklahoma 
to inviting markets in Detroit. 
The yield of about 4.6% on these 
shares at recent price of 26 is 
also attractive. 

Among natural gas companies 
enjoying a long record of stable 
earnings is Lone Star Gas Co. 
This integrated operator confines 
its business chiefly to the State 
of Texas, deriving its gas from 
the Panhandle district and piping 
it to the growing cities of Dallas 
and Fort Worth. During the 
past 17 years this concern has 
established an unbroken perform- 
ance both as to earnings and divi- 
dends, the latter trending upward 
gradually from a low of 60 cents 
per share in the mid-30s to 70 
cents in 1944, while 20 cents per 
share featured the first quarter 
of 1946. The stability of Lone 
Star’s earnings is due to the pre- 
ponderance of its sales for house- 
hold consumption, although its 
industrial customers create a sub- 
stantial volume. As relief from 
excess profits taxes in 1946 is 
likely to expand net earnings 
somewhat above the 97 cents per 
share reported in 1945, it would 
seem as if the current dividend 
rate will be safely covered. 

Another important unit in the 
Texan natural gas industry is El 
Paso Natural Gas Co., its pipe- 
lines serving not only the city of 
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its name but Phoenix and Tuscon 
in Arizona as well. Large copper 
companies and utilities afford a 
steady outlet for the company’s 
output in addition to domestic 
sales, and as all gas is sold on 
long term contracts at a fixed 
price, above-average control of 
costs is possible. Operating rev- 
enues in 1944 came from the fol- 
lowing sources: public utilities— 
28% for resale and 7% for elec- 
tric generation, the copper indus- 
try —42%, industries — 23%. 
Since 1937, net earnings of this 
concern have ranged from $3 to 
$3.75 per share, taxes in war 
years bringing net down slightly 
to $3.58 in 1944 and $3.56 in 
1945. Dividends have trended 
upward from $2 per share in 
1937 to $2.40 in the past four 
years. As gas reserves of this 
concern are very large, it has 
applied to the FPC for permis- 
sion to construct a 720 mile pipe- 
line from New Mexico to the 
California-Arizona line, with a 
daily capacity of 125 million 
cubic feet. Southern California 
Gas Co. is expected to contract 
for the gas delivered and may 
share in financing the $25 million 
project. As this proposed ex- 
pansion undoubtedly will enhance 
profit potentials, shares of El 
Paso Natural Gas Co. have a sub- 
stantial attraction in their aspect 
of investment stature and specu- 
lative possibilities. 

Oklahoma’s two largest cities, 
Oklahoma City and Tulsa, are 
served with natural gas by Okla- 
homa Natural Gas Co. Company 
buys most of its gas on long term 
contracts from producers in the 
State, and due to efficient cost 
controls sells to a constantly ex- 
panding list of consumers at rela- 
tively low prices. As about 73% 
of volume comes from domestic 
and commercial sources, earnings 
are not only stable but on the 
ascent in recent years. Under the 
able supervision of Stone & Web- 
ster, net per share for the past 
six years has never dropped below 
$3.12; the showing for 1945 was 
$3.53, after allowance for pre- 
ferred dividends. Dividends since 
1942 were at the rate of $1.40 

er annum until last year when 
82 per share was established. 
While space limitations pre- 
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clude discussion of all the con- 
cerns listed on the appended 
table, it will be noted that sev- 
eral of them are outstanding 
large companies to whom han- 
dling of natural gas is only a 
side issue to their diversified busi- 
ness. On the whole, however, it 
has become apparent that as time 
goes on, natural gas will contrib- 
ute more and more to the earnings 
of various public utility com- 
panies, and that producers and 
distributors of this popular fuel 
stand to benefit from the same 
secular growth that is character- 
istic of better known segments in 
the utility industry. 





Another Look At..... 
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conservative course of action in 
deferring dividends on the Class 
A stock. Strike difficulties con- 
tributed to the large deficit in the 
March quarter but management 
apparently is not hopeful of any 
substantial improvement in the 
remainder of the year. 

Bendix Aviation faces a major 
reconversion problem. Substan- 
tial progress already has been 
made and although recent man- 
agement changes have led to some 
confusion, the long range outlook 
seems reasonably promising. The 
company recently reported net 
profit of $7.32 a share for the 
fiscal year ending September 30, 
1945. This represented a slight 
gain over the preceding year. 
Sales volume has fallen sharply 
this year as a result of cancella- 
tion of war contracts, but man- 
agement apparently seems confi- 
dent of maintaining respectable 
earnings. The company seems 
well situated to benefit from a 
high rate of activity in the motor 
car industry as well as from air- 
craft manufacture and expansion 
in the radio field. 

Columbia Broadcasting Sys- 
tem may have passed the peak of 
its high earnings for this period. 
Ending of excess profits taxes 
seems likely to reduce expendi- 
tures for advertising by some or- 
ganizations which have been larg- 
est in the use of radio time. Co- 
lumbia and other major radio 
chains already had sold about all 





the time available and without 
the benefit of increased rates had 
approximately reached the limit 
of earning capacity. Meantime, 
expenditures for television ex- 
periments have been increasing 
and ordinary labor costs continue 
to mount. Earnings seem likely 
to show improvement this year 
primarily as a result of ending 
of excess profits taxes. 

The acute shortage of wheat 
has cast a slight shadow over 
the outlook for Pillsbury Mills. 
Plants have been shut down for 
several weeks pending receipt of 
new wheat from the winter crop. 
Although operations for the fiscal 
year ending June 30 have been 
somewhat restricted by this de- 
velopment, indications point to 
earnings comparing favorably 
with the $2.46 a share shown for 
the year ended June 30, 1945. 
Confidence in the long range out- 
look was suggested by the action 
of directors in ordering the usual 
40 cent year end extra dividend 
bringing distributions to $1.60 a 
share, the same as in the preced- 
ing year. The worldwide demand 
for food seems likely to continue 
for many months and this should 
contribute to a high rate of oper- 
ations for Pillsbury and other 
flour mills. If the 1946 wheat 
crop reaches optimistic expecta- 
tions, Pillsbury should have an 
unusually satisfactory year in 
the twelve months beginning 
July 1. 

If it were not for the flour 
shortage, Purity Bakeries un- 
doubtedly would be experiencing 
record breaking earnings. Opera- 
tions have been hampered by 
limitations on the use of raw ma- 
terials but earnings apparently 
have been reasonably well main- 
tained. Moderate price increases 
have compensated to some extent 
for reduced output. The high in- 
dustrial purchasing power which 
normally determines consumption 
of bread and pastries seems like- 
ly to remain a favorable influ- 
ence for a considerable period 
ahead. Scarcity of sugar and 
shortening has made home baking 
more difficult and thereby has 
contributed to greater demand 
for products of commercial 
bakers. Purity reported earnings 
in the first sixteen weeks this 
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ELECTRIC BOAT COMPANY 





The Board ot WVirectors has this 
day declared a dividend of twenty- 
five cents per share and a special 
dividend of twenty-five cents per 
share on the Capital Stock of the 
Company, payable June 10, 1946, to 
stockholders of record at the close of 
business May 28, 1946. 

Checks will be mailed by Bankers 
Trust Co., 16 Wall St., New York 15, 
N. Y., Transfer Agent. 

H. G. SMITH, Treasurer, 
33 Pine Street 


May 16, 1946 New York, N. Y. 














ANACONDA fOPPER MINING CO. 
25 Broadway 


New York 4, N. Y., May 23, 1946 
DIVIDEND NO. 152 


The Board of Directors of the Anaconda Copper Min- 
ing Company has declared a dividend of Fifty Cents 
(50c) per share upon its Capital Stock of the par value 
of $50 per share, payable June 26, 1946, to holders of 
such shaes of record at the close of business at 3 


o’clock P.M., on June 4, 1946. 
C. EAR'E MORAN, Secretary. 


E. |. pu Pont DE NEMOURS 
& COMPANY 


WILMINGTON, DELAWARE: May 20, 1946 
The Board of Directors has declared this day a 
dividend of $1.121% a sha.e on the outstanding 
Preferred Stock, payable July 25, 1946, to stock- 
holders of record at the close of business on 
July 10, 1946; also $1.75 a share, as the second 
“‘interim’’ dividend for 1946, an the outstand- 
ing Common Stock, payable June 14, 1946. to 
stockholders of record at the close of busines 
on May 27, 1946. 








W. F. RASKOB, Secreta: 











year well ahead of the corre- 
sponding period of 1945 and 
barring unforeseen handicaps this 
trend seems likely to continue 
throughout the year. 

On the basis of statistics, 
Transcontinental & Western Air 
presents a difficult situation to 
analyze. The war with its tre- 
mendous emphasis on aircraft en- 
abled ‘TWA and other domestic 
airlines to strengthen their claim 
for participation in the interna- 
tional field. "TWA was successful 
in obtaining approval of applica- 
tions for attractive routes to 
southern Europe. Extension of 
domestic lines also has contribu- 
ted to growth potentials. Ac- 
cordingly, on the basis of pros- 
pective traffic, TWA appears to 
have more encouraging prospects 
than such strong competitors as 
American Air Lines and Pan 
American Airways. TWA has 
pioneered in large transports for 


302 


which premium rates are obtain- 
able. Indications point to the 
relatively high load ratio for a 
considerable period ahead. 

Expenses in connection with 
development of new territory and 
acquisition of additional planes 
seem likely to be substantial. 
Management seems more con- 
cerned with long range prospects 
and may be content with relative- 
ly slow earnings improvement in 
the meantime. Hence, an ap- 
praisal of the company’s outlook 
depends considerably on which 
viewpoint is taken. For eventual 
development, TWA deserves con- 
sideration as one of the most at- 
tractive airlines. 





Re-appraisal of Rail 
Securities 





(Continued from page 269) 
1926 to 0.932¢ in 1942. Due in 
part to higher rates on stimulated 
war traffic, revenue per ton mile 
rose to 0.949¢ in 1944. 

Today, from the railroad view- 
point, its competitive status as 
compared with the truck has 
changed materially for the better. 
Operating costs of truckers have 
risen far more rapidly than those 
of the rails since the mid 30s. 
Large scale unionization of truck 
employees, and rising terminal 
costs, the end of which is not as 
yet seen, both operated to bring 
about this result. During the war 
trucking costs rose substantially 
as evidenced by reports made to 
the I C C. Those truckers re- 
porting to the Commissicn, con- 
sisting of the largest and most 
important, inter - city truckers, 
have consistently reported oper- 
ating ratios of over 99% in re- 
cent war years, in marked zon- 
trast to operating ratios well be- 
low 70% for the rails (1942 op- 
erating ratio Class 1 rails, 
61.6%). 

Admittedly the railroads have 
permanently lost a substantial 
portion of their LCL traffic to 
trucks, which possess definite ad- 
vantages of flexibility and speed 
as compared with railroads. Ac- 
cordingly trucks are likely to re- 
main as an important competitive 
factor of the rails, and investors 
must not for a moment relax and 


divert their attention from de- 
velopments in the trucking field 
such as use of trailers, relaxation 
of state waght and length laws, 
etc. For the present, however, the 
truckers are more squeezed than 
the railroads and far more in 
need of a rise in freight rates, and 
as a result, the railroads have 
made competitive gain at their 
expense, gains which they prob- 
ably will maintain throughout the 
next decade, if not longer. 

Inland waterways provide a 
threat to railroads all out of pro- 
portion to the negligible traffic 
they carry. In fact total traffic 
carried is small as compared with 
the truckers. Yet, as in the case 
of the latter, this unfair compe- 
tition has resulted in forced re- 
duction of rates by those carriers 
paralleling waterways where 
barge lines operate. The extent 
of continuation of the unfair 
waterways competition is depend- 
ent entirely on political pressures 
and developments. On _ purely 
economic grounds, were the barge 
lines to pay for cost of mainten- 
ance of their right of way, i.e., 
dredging operations, future 
threats to the railroads would be 
negligible. 

Airplane competition is two- 
fold, a. passenger and b. freight. 
With regard to the former, rail- 
roads are, on the whole, resigned 
to losing a substantial portion of 
their long haul Pullman traffic. 
However modernization of coach 
travel should enable the railroads 
to maintain a large percentage of 
their war time gains, primarily at 
the expense of bus lines. 

No study of the railroad in- 
dustry would be complete with- 
out considering, in addition to 
the improvement both of its 
finances, already recorded, and its 
improved competitive status, the 
outlook for general business over 
the next decade. Without excep- 
tion the United States has en- 
joyed a long period of prosperity 
following every major war. The 
next decade should prove no ex- 
ception. The backlog of housing 
alone should permit a period of 
major activity of the heavy in- 
dustries over a period of from 
eight to ten years. Barring the 
unpredictable, an average of 


900,000 homes may well be built 
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over the next decade which would 
compare with an average of 600,- 
000 built during the 1920’s and 
an average of 300,000 built in the 
1930’s. Additionally, the de- 
ferred demand for automobiles, 
refrigerators and other miscella- 
neous semi-durable goods should 
stimulate activity ‘n all basic 
heavy industries such as_ steel, 
coal, copper, lead, ete. 

Should our forecast be correct, 
therefore, namely that our heavy 
industries should provide — the 
basis for expectation of continued 
activity in the heavy industries 
for a period of a decade or there- 
abouts, it follows that the rail- 
road industry must automatically 
be one of the major beneficiaries 
of such a development. In fact, 
we envisage gross revenues for the 
Class I railroads of some $7 bil- 
lias. for a series of years, as com- 
pared with an average of $6 bil- 
lion in the 1920’s and $3.5  bil- 
lion in the 1930’s. Gross rev- 
enue from the building industry 
alone should reach $1.5 billion, 
equivalent to 50% of total gross 
revenues of the railroad industry 
in the depression year 1933. The 
other reasons for anticipating 
vross revenues in excess of levels 
of the 1930’s include: 

(1) The heavy backlog of con- 
sumer durables, with a possi- 
bility of manufacturing 6,- 
000,000 automobiles for sev- 
eral years running. 
Probable elimination of the 
A.A.A. which will be of par- 
ticular benefit to the gran- 
ger roads whose traffic was 
severely restricted by a loss 
of tonnage arising from an 
economy of scarcity fostered 
by this governmental body. 
Among the specific carriers 
which will benefit include 
Chicago & North Western; 
Chicago, Milwaukee & St. 
Paul; Northern Pacific; 
Great Northern; Rock Is- 
land and Missouri Pacific. 
A higher level of export 
business, possibly twice that 
of the depression 1930s. 
Major beneficiaries in the 
event of such development 
would include Santa Fe; 
Missouri, Kansas, ‘Texas; 
Burlington (Colorado & 
Southern), Illinois Central, 


(2) 


(3) 
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Southern Pacific and New 
York Central. 

Recapture of substantial 
amount of L.C.L. traffic, 
high revenue freight former- 
ly lost to trucks. 

Because of the troubled in- 
ternational situation, proba- 
bility of an army and navy 
ot tigher levels than ever be- 
tore in our peace time his- 
tory. <A larger army and 
navy would automatically 
require greater amounts of 
durable goods to supply both 
services, such as ammuni- 
tion, mechanized equipment, 
new warships, ete., which 
will be a factor in prolong- 
ing the demand in the heavy 
industries. As a consequence 
it will tend to smooth out the 
peaks and valleys of our 
future business cycles. 

Coincident with the abolition of 
land grant rates on September 
30, 1946, any increase of traffic 
arising from a larger peace time 
army and navy should find re- 
flection in still higher gross rev- 
enues than projected. 

At this juncture, the reader’s 
attention should be directed to 
the increased operating efficiency 
of the Class I carriers resulting 
from huge capital expenditures 
made in recent decades. From 
1922 until 1941, the last year in 
which war influences were not 
marked, the daily mileage per ser- 
viceable freight car increased 
78%, daily mileage per active 
freight locomotive rose 35 % , and 
meanwhile fuel consumption per 
1000 gross ton miles decreased 
32%. 

It is evident that costs of rail- 
road operations have been drasti- 
cally reduced in recent years. In 
the six year period alone, 1940- 
45, capital expenditures totalled 
some $3 billion. Of this sum over 
$1 billion was spent under pro- 


(4) 


Visions permitting amortization 
over a period of five years. An 
average return of from 15 to 


20% is generally realized on new 
capital expenditures. Hence, 
everything else being equal, our 
railroad plant can now be oper- 
ated more efficiently than ever be- 
fore to the extent of from $450 
to $600 million in savings annu- 
ally. 


In the past 20 years, with the 
sole exception of 1931, wages 
have absorbed from 46 to 49% 
of gross revenue. This record is 
striking in the light of the rise in 
both average hourly wages and of 
gross annual payments. Table 
IV will furnish significant statis- 
tics of employment and wage 
trends. Especially to be noted is 
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Standard & Poor’s BUY list of 


140 STOCKS 


With a trial subscription to THE OUT- 
LOOK, a weekly investment advisory 
service, you can have this confidential 
BUY list, prepared by a group of the 
world’s leading security analysts. 


ro — = Mail This Coupon Today = —= = 


Price $18—3 Months 

Standard & Poor's Corporation 

345 Hudson St., New York 14, N. Y. 
Gentlemen: Please enter my subscription 
to The Outlook as directed below, starting 
at once and continue until I notify you 


I otherwise. 

| AT NO (a) the list of 140 stocks rated “buy” 
(b) one copy of S &P’s Stock Guide 

j EXTRA (c) A brochure, How to Invest 

uccessfully 

J COST! (ia) the Security Record Form 

3 Months Rate () $18 Air Mail —) $20.25 

| CL) $60 (You save $12) 

{ Air Mail 2 $69. 


Send no money—we witll bill you. 


1 Year Rate 


Ee eae te on TS ~ \860-180 
oe ee ee eee SS tt Pete Tee 











UNION CARBIDE 

AND CARBON 

CORPORATION 
Os 


A eash dividend of Seventy-five cents 
(75¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable July 1. 1946. 
to stockholders of record at the close 
of business June 7, 1946. 


MORSE G. DIAL, 
Secretary and Treasurer 











WIcHITA RIVER OIL 


CORPORATION 
Dividends No. 1 and No. 2 


The Board of Directors has declared 
a dividend of Twenty-five cents 
(25c) per share on the Common 
Stock of the Corporation, payable 
July 15, 1946, to stockholders of 
record at the close of business on 
June 30, 1946; and a further divi- 
dend of Twenty-five cents (25c) per 
share has also been declared payable 
October 15, 1946, to stockholders of 
record September 30, 1946. 


JoserH L. MARTIN 


May 29, 1946 Treasurer 
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Have the Forecast Work With You 


To Capitalize on Coming Volatile Markets 
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Wheat Subscvthers Say 


Mr. D. M. of Newark, N, J, 

“I have been a subscriber for almost 18 
months now and I must say I have bene- 
fited by your service.” 

Mr. A. B. K, of Brookfield, Wisc, 

“I am well pleased with your service. In 
all, I have purchased 15 different stocks 
that you recommended and have made 
money on every one. You have done won- 
derfully for me since I started your serv- 
ice the latter part of April, 1945.” 

Miss M. M. G. of Riverhead, N, Y. 

“A friend of mine, Dr. H. S. of this town, 
recommended you to me. In fact, he is 
quite a booster of your service.” 

Mr. F. N. S. of Fort Atkinson, Wise. 

“Will be pleased to have you notify me 
of the expiration date of my subscription 
to The Forecast. I don’t want to miss it 
as I figure that my subscription does not 
cost me a thing. You make money for me.” 

Mr. C. R. J. of St Louis, Mo, 

“I follow your advices to the letter and am 
making money.” 

Mr. T. S. K, of Los Angeles, Cal. 

“I find your Forecast the best offered 
today.” 

Mr. W. S. B, of Hartford, Conn, 

“May I express my sincere appreciation of 
the results obtained from the service ren- 
dered to me during my subscription. It 
has more than paid for itself. I feel that 
the type of supervision given by you will 
be of untold benefit in the year to come 
inasmuch as you seem almost psychic in 
your predictions.” 

Mr. K. H. W, of Baltimore, Md, 

“Have found the stocks to buy and to sell 
in your Forecast to be excellent, very ex- 
cellent indeed.” 

Mrs. E. B. W. of Chicago, Ill, 
“I find The Forecast very satisfactory and 
know you are making money for your 
clients. Keep up the good work.” 

Mr. E. A. E. of Reading, Pa, 

“As a subscriber for the past eight months 
T express my appreciation and satisfaction 
with your service. Every com- 
mitment has shown a profit.” 
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tions to The Forecast are de- 
ductible for tax purposes. 


se . 
I i] 
] | 
I ! 
S f —O I enclose [J $50 for 6 months’ subscription; (J $75 for a year’s subscription. 
pecia | \ (Service to start at once but date from July 15, 1946) \ 
1 SPECIAL MAIL SERVICE ON BULLETINS ' 
é MONTHS' $50 1 Air Mail: sy $1. 50 six, months O $3.00 (C0 Telegraph me collect in anticipation of of ! 

rtant turning poi 
SERVICE Special bh Be *o $3.50 six months; = = buy and when Bogor 

$7.00 one year. 
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THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


Your subscription shall wot be assigned at 
any time wit 


st your consent. 


HROUGHOUT the months ahead, we look forward to serving 
fe . .. to having you conduct through our definite and continuous 
counsel, a carefully arranged program for market profits... and gradu- 
ally establish an investment backlog of securities for growth of your 
income and capital. 


You will be advised in timing your commitments .. . in knowing what 
and when to buy and when to sell . . . when to contract or expand 
your position as we gauge important turning points and market move- 
ments. Further, you will be welcome to our extensive consultation 
service to keep your holdings on a sound and profitable basis. 


The Forecast's Outstanding Record 


In this—our 29th year—we are gratified that the new lower-priced 
Forecast . . . announced 314 years ago . . . is guiding more and more 
investors like yourself throughout the country. We are proud of ... 


1. Its 2200% increase in clientele. You would be a 
member, as far as we can ascertain, of the fastest 
growing security advisory service in the country. 


2. Its high percentage of subscribers who renew. We 
want to serve you so you will make The Forecast 
a permanent part of your investment program. 


3. Its outstanding record of profit. Every program 
shows profits for the year . . . a record which we 
feel we can maintain and improve. 


There is no service in its field more devoted to your interests . 

better adapted to today’s rapidly changing conditions . . . than The 

Forecast. It is a source of counsel to which you can turn continuously 
. for your protection and profit. 


You are invited to take advantage of our Special Enrollment Offer 
which provides FREE Service to July 15th. Mail the coupon below 
. today. 





— FREE SERVICE TO JULY 15 meee eK — 











List up to 12 of your securities for out 
initial analytical and advisory report. 
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Avail. for Fixed Chg. Earned Avail. for Fixed Chg. Earned 


Investment Yardsticks of Selected Rail Securities 


1944 


1945 —+tEstimate—— 








Avail. for Fixed Chg. Earned Avail. for Fixed Chg. Earned 





















































Fixed Chgs. Coverage per Sh. Fixed Chgs. Coverage per Sh. Fixed Chgs. Coverage per Sh. Fixed Chgs. Coverage per Sh. 
(Mill.) (Times) (Mill.) (Times) (Mill.) (Times) (Mill.) (Times) 

Highest Quality 
Norfolk & Western ........ $47.1 8.99 $29.14 $32.9 15.48 $21.23 $25.7 12.04 $16.11 $32.5 15.47 $21.05 
eS. EEE 66.9 3.79 20.37 56.2 3.71 16.68 46.9 3.37 13.07 47.5 8.33 17.02 
Good Grade ‘ 
RIDGE FW cacnscs-cncscescvcesssesso 74.0 5.68 22.59 64.6 6.41 19.91 38.6 4.19 9.56 50.8 5.84 14.80 
cones. & Obilo.................... 46.9 4.53 4.77 34.5 4.84 3.57 23.4 3.32 2.14 48.7 6.86 4.87 
Great Northern (Pfd)*.. 44.4 2.36 10.31 36.3 2.81 8.03 34.1 3.43 7.81 31.7 4.16 7.78 

isville & Nash. 
are} "2 to "I Pe aassvecsesee 24.8 2.24 11.75 27.0 3.23 15.90 24.7 3.43 7.49 26.6 5.21 9.18 
Semi-Speculative 
Atlantic Coast Line........ 19.2 2.63 14.48 21.6 3.93 19.54 10.2 2.19 6.71 16.5 4.13 15.19 
Southern Pacific .............. 77.6 2.57 12.74 61.4 2.49 9.73 59.1 2.27 8.77 50.0 3.12 9.02 
New York Central ........... 137.9 2.28 16.69 82.0 1.77 5.55 68.5 1.55 3.79 77.3 2.03 6.09 
Northern Pacific ............ 36.9 2.45 8.79 26.9 1.96 5.30 25.3 1.84 4.66 22.8 2.45 5.44 
Baltimore & Ohio............ 57.6 2.00 10.31 48.3 1.76 7.24 42.5 1.60 5.29 43.1 1.96 7.33 

* + Sole Equity of the road. 

t Unadjusted up to 1944. a for 1945 and estimated post 
wor adjusted for the 2 for 1 = it made in December, 19 

t Indicates first 12-month period of full industrial production. 
war. These figures bespeak vol- trains. Also the long term pat- are a case in point. With the 


umes as to managerial efficiency 
in controlling wage costs and 
there is no reason to anticipate 
the railroad managements will do 
other than to take the current 
wage increase in its stride and 
aided by a moderate freight rate 
increase, maintain the trend to 
greater labor efficiency through 
application of modern technology 
to railroad operating problems. 


TABLE IV 


EMPLOYMENT AND Wace TRENDS 


Ratio (%) Ratio (%) 
Average Payrolls Payrolls 
Hourly to Operating to Operating 
Earnings Revenue Expenses 
1944 $0.964 40.9 61.4 
1942 0.852 39.3 63.7 
1940 0.751 45.7 63.6 
1936 0.691 45.6 63.1 
1932 0.636 48.4 62.9 
1929 0.666 46.1 64.3 
1926 0.631 46.2 63.1 
1920 0.676 59.6 63.2 
(916 0.283 40.9 62.3 


Source: Interstate Commerce Commission 


The investor should not infer 
that the industry is entirely free 
from adverse factors. The full 
effects of advancing wages may 


not have been seen even with the - 


current rate advance. Passenger 
traffic will continue to be lost to 
air lines and passenger cars, over 
the longer term, despite the pop- 
ular appeal of the new streamline 
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tern of railroad traffic failing to 
keep up with industrial produc- 
tivity, may once more be resumed 
when competitive transportation 
conditions again assert them- 
selves. Finally wartime advan- 
tages of long hauls and full car- 
loadings, already reduced by 
shorter peacetime hauls, will fur- 
ther be reduced when full loading 
is no longer officially required. 
However adverse these factors 
may be over the longer term, we 
believe the average investor can 
minimize their importance until 
at least the present industrial and 
security cycle runs its course. 

It is evident from the fore- 
going that in contrast with many 
investment analysts we do not 
view prospects for the railroad 
industry or its securities with 
jaundiced eyes. In fact, we point 
to the bloodless verdict of the 
market place which controverts 
this view since it is clearly evident 
that railroad credit has been re- 
stored. If proof be needed, we 
have but to draw attention to the 
successful flotation of bonds on a 
3% basis, or less, of companies 
which narrowly averted bank- 
ruptcy in the 1930’s. Nickel 
Plate and Southern Pacific issues 


possible exception of Junior 
bonds of Illinois Central, New 
York Central and Baltimore & 
Ohio among the larger systems, 
and of the Lehigh Valley and 
Lackawanna, two anthracite car- 
riers, the investor no longer can 
obtain bonds at any worthwhile 
discount unless he confines his 
purchases to income bonds. Even 
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WHAT 
INVESTMENT 
POLICY NOW? 


Would you like to check your 
investment strategy with that 
of Babson’s? If so, clip this 
advertisement, send it to us 
with a list ef 7 securities you 
own. We'll tell you whether 
our strategy is to Hold or 
Switch. No cost or obliga- 
tion. Write Dept. 149. 


BABSON’S REPORTS 


Wellesley Hills 32, Mass. 
DWC} 
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"148 STOCKS FOR 1948” 


SPEAR & STAFF 
BABSON PARK 


Massachusetts 


Announcement 


The title above refers to a Spear & Staff Special Report on 148 
stocks selected for net appreciation between now and 1948. It 
is the largest Special Report ever published by Spear & Staff. 
Quality paper, plastic bound, 52 pages, size 8/2 by 13 inches. 


The SPEAR Special Report titled above as “148 
Stocks for 1948” is the result of a study begun in 
June, 1945,— an analysis of 1258 stocks to de- 
termine which we believe will be the profit- 
leaders in postwar prosperity. 


Among these 148 stocks you will find: 
10 CHEMICAL AND PLASTIC STOCKS 


that have expansion possibilities. 


10 AVIATION STOCKS including 8 airlines 
that we select to secure new profitable routes, 1 
producer, and 1 company that could, we believe, 
be the airplane ‘Ford’ of the future. 


22 GROWTH STOCKS selected as probable 


leaders in the profit-making growth industries. 


10 AUTO & AUTO ACCESSORY STOCKS 
including low-priced issues that we believe will 
show good percentage gains. 


14 BUILDING AND ALLIED INDUSTRY 
STOCKS to benefit from an estimated 5,000,000- 
house boom. 


10 SMART - MERCHANDISING STOCKS 
which have shown good signs of smart man- 
agement. 


6 RADIO & ELECTRONIC STOCKS that 
could be winners in the sharp competition antici- 
pated. 


10 FOREIGN SITUATION & EXPORT 
STOCKS that will most likely benefit from an 
estimated $10,000,000,000 export market. 


6 GOVERNMENT - SPENDING - BENE- 
FICIARY STOCKS that may become profit- 


making situations in a large government spending 
program. 


14 NEW-PRODUCT AND NEW-MARKET 
STOCKS which show signs of being outstanding 
candidates for blue-chip honors. 


10 SPECIAL UNLISTED STOCKS that may 


have a sharp run up if they are listed. 
10 INVESTMENT INCOME STOCKS that 


have paid dividends for an average of 33 con- 
secutive years. 


16 MISCELLANEOUS LOW - PRICED 
SPECIAL-SITUATION STOCKS that may well 


show large percentage gains. 


The price for the Report on “148 Stocks for 
1948” is only $2. It is by far the largest Report 
ever published by Spear & Staff. 


Simply send the coupon below either with 
$2 or, if you prefer, we will bill you. You will 
receive immediately your copy of ‘'148 Stocks 
for 1948.”’ 





SPEAR & STAFF — DEPT. E 
Babson Park 57, Mass. 


Please mail me a copy of your new Report called ‘148 
Stocks for 1948.” 


I enclose $2 
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The Chesapeake and Ohio Railway Co. 


A dividend for the second quarter of 1946 of seventy-five 
cents per share on $25 par common stock will be paid 
July 1, 1946, to stockholders of record at close of business 
June 7, 1946. Transfer books will not close. 


H. F. LOHMEYER, Secretary and Treasurer 











Allied Chemical & Dye Corporation 
61 Broadway, New York 

May 28, 1946 

Allied Chemical & Dye Corporation 

has declared quarterly dividend No. 101 

of One Dollar and Fifty Cents ($1.50) 

per share on the Common Stock of the 

Company, payable June 20, 1946, to 

common stockholders of record at the 
close of business June 7, 1946. 

W. C. KING, Secretary 











Under an Annuity Contract 
there is no speculation or hazard, 
since the contract is guaranteed 
by a Life Insurance Company 
which assures you of a certainty 
of unfailing income. 





For Profit and Income 





(Continued from page 289) 
tomary share, assuming that vol- 
ume, Deere & Co., second largest 
in the field, ought to be able to 
net somewhere around $6-$7 a 
share. 
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in the South, and as these two 
rival factions battle for suprem- 
acy, a new series of strikes and 
wage demands may well crop out. 

Inevitably, this will tend to re- 
tard the rate of economic recov- 
ery, and may well result in a 
curiously mixed business pattern 
for the balance of the year. Un- 
less the outlook changes sub- 
stantially, the boom will continue 
in the “lighter” industries and 
those less vulnerable to union 
pressure—foods, drugs, clothing, 
textiles, small household items, 
tobacco products and_ similar 


lines. Conversely, the heavier 
goods industries—both “capital” 
goods and consumer non-durables 
—will feel the effect of the strikes 
to date, to say nothing of those 
which may yet develop, so that 
their rate of recovery will be cor- 
respondingly retarded. 

This inevitably will show up in 
the F.R.B. industrial index, but 
just how far cannot be predicted 
at present. Factory payroll 
totals will also decline to some 
degree. Retail sales volume, how- 
ever, should continue at a very 
satisfactory level, unless the labor 
crises become quite grave, but the 
rate of increase over the 1945 
months will be less impressive 
from now on, particularly as we 
get into the Fall and Winter. 


As I See It! 





ing several concerns engaged in 
business of an entirely different 
nature. Chief among these was 
the Crosley Corporation, makers 
of radio sets, refrigerators and 
various household appliances. For 
still wider diversification, control 
of New Idea, Inc. was also ac- 
quired, thus thrusting Aviation 
Corporation into the farm imple- 
ment business. While it is ques- 
tionable whether much savings in 
overhead or sales costs could re- 
sult from adding these widely dis- 
associated lines to aircraft items, 
the aggressive policies and ample 
resources of the parent concern 
could go far in developing the 
business of the newcomers, both 
of whom normally would benefit 
from large latent demand for 
their respective products. And 
while the aircraft industry may 
require considerable time for 
growth, earnings from the other 
sources might assure a more 
stable income for holders of Avia- 
tion shares. 

And so the story could be con- 
tinued almost indefinitely, al- 
though in many instances not cov- 
ered in this brief discussion, the 
wisdom of diversification may 
prove to be a more temporary 
blessing than for the concerns se- 
lected for our list. 





Answers To Inquiries 
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tance which has developed in re- 
cent months may act as a brake— 
at least for the present—on the 
Russian expansion movement. 

But if a turn in the tide devel- 
ops, it would be the better part 
of wisdom to wait long and weigh 
carefully before concluding that 
the leopard has changed his spots, 





Where Diversification Will 
Spur Corporate Earnings 





(Continued from page 260) 


dustry. Aviation Corporation, 
as a heavy investor in Consoli- 
dated-Vultee Aircraft Corpora- 
tion and several other concerns in 
the same field, has attempted to 
broaden its activities by acquir- 


(Continued from page 290) 


pared with $83,000,000 at the 
end of 1944, which included prin- 
cipally orders from the Army for 
the C-82 Packet Airplane. The 
contract for these planes was in- 
creased early in 1945 and the 

uantity has since remained un- 
a with deliveries scheduled 
to continue until mid-1947. 


The President of this company 
announced recently the formation 
of two new divisions of the Cor- 
poration—The Fairchilds Per- 
sonal Plane Division, now deliver- 
ing the 1946 model of the F-24, 
four place cabin monoplane, and 
the Pilotless Plane Division, 
which is developing for the Navy 
a highly technical and original 
product in the field of pilotless 
aircraft. 
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